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Millers Mutual Fire Insurance Co. 
Harrisburg, Pa. 

Millers Mutual Fire Insurance Co. 
Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co. 
Wilkes-Barre, Pa. 


Millers Mutual Fire Insurance Association 
Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co. 
Indianapolis, Ind. 


Western Millers Mutual Fire Insurance Co. 
Kansas City, Mo. 


National Retailers Mutual Insurance Co. 


Michigan Millers Mutual Fire Insurance Co. 
Lansing, Mich. 


Mill Owners Mutual Fire Insurance Co. 
Des Moines, la. 
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Om slam —THE PROBLEM REMAINS-——— 
WANTED 


During the war, and in the months which followed, 
there was great enthusiasm for the hiring of injured 
veterans and other physically handicapped workers— 
upon the basis of their abilities. 


But now the manpower shortage, and the pressure for 
production, have abated. Many believe that a reces- 
sion has begun, or lies just in the offing. 


The physically handicapped worker wonders: ‘How 


am I going to fare under these changing conditions?” 


A year ago the National Association of Mutual Cas- 
ualty Companies produced the sound motion picture 
“No Help Wanted”, which tells the true story of the 
wounded veteran on the hard road back to his place 





in business and industry. Since then millions of 


Americans have seen it on the screen. 


“No Help Wanted” was produced because mutual 
insurance companies wanted to go on record as tes- 
tifying that physically handicapped workers, properly 
placed, are among the safest and most efficient of 
employees. The opinion of mutual insurance com- 
panies that it is good business to hire the physically 
handicapped—in boom or recession—has not changed. 
There is no chance that it will change. 


Keep public opinion behind the physically handi- 
capped worker by urging your local theater’ manager 
to book “No Help Wanted’’. Advise local groups that 
this outstanding film is available free for showings in 
your community. Write for dates today. 
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SETH B. THOMPSON 


President 
NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 


HE election of Seth B. Thompson, who has served as Oregon Insur- 

ance Commissioner since 1940, to the presidency of the National 
Association of Insurance Commissioners brings to that high office a 
public official who has made an outstanding record in the administra- 
tion of insurance affairs in his own state. He has been particularly 
active as a member of the Commissioners’ Committee on Rates and 
Rating Organizations and played a major role in the development of 
the fire and casualty insurance rate bills designed to harmonize state 
regulation of insurance with Federal requirements. 
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DOES LOSS PREVENTION NOW DEMAND 
A NEW DEFINITION OF “ENGINEERING”? 


ROBABLY everyone having 
more than a casual interest in 


the subject has become familiar by 
now with the slogan enumerating 
the elements vital to any effective 
program for traffic safety: “Engi- 
neering, Education, Enforcement!” 


The slogan has its greatest validity 
in the field of traffic safety, but it is 
by no means without other applica- 
tions. It is useful in industrial safety, 
even though in that field it is neces- 
sary to emphasize engineering and 
education at the expense of enforce- 
ment. It could be said to apply to fire 
prevention, which is the form which 
safety takes in the area of fire in- 
surance. It might be said to apply 
even to crime prevention. 


3ut although aggressive promo- 
tion over a period of years has made 
so many familiar with the slogan, 
familiarity is a very different thing 
from understanding of what it in- 
volves. A little thought might be de- 
voted to investigating its true mean- 
ing. 


Even cursory examination reveals 
that the words engineering, education, 
and enforcement are not of equal 
safety significance. engineering comes 
first, in the sense that it involves the 
fact-finding to supply the body of 
principles out of which educational 
and enforcement activities grow. Ed- 
ucation comes second, involving the 
process of imparting to groups or in- 
dividuals the principles evolved in 
engineering, and the process of at- 
tempting to persuade them to adopt 
certain modes of thought or action in 
consonance with these principles. En- 
forcement may be considered a third 
step which involves the use of com- 
pulsion to force the adoption of such 
modes of thought or action, under 
conditions where education alone can- 
not do the job. 


However the safety movement be- 
gan historically it would seem logi- 
cal that today little effort would be 
made to promote safety by means of 
education or enforcement—until the 
engineering work had been done as a 
basis for this education and enforce- 
ment. The lesson of the past would 
seem to be that such a method has 
little chance of real success. 


These thoughts are prompted by 
the interest currently being mani- 
fested in some quarters—not espe- 
cially among safety engineers—in the 
part which psychological factors play 
in unsafe activities. A few educators, 
a few trade association officials, and 
even a few insurance men have called 
attention to the neglected place of 
psychology in safety. What effort is 
being made to deal with psychological 
factors in safety, as compared with 
what might be called mechanical fac- 
tors, seems to be taking the form of 
attempts at education. There seems 
neglect of the lesson that education 
is of limited value until progress has 
been made on the engineering job of 
finding the facts and developing the 
principles. , 


The importance of the psychological 
factors in fire prevention was stressed 
just the other day by Alvin E. Dodd, 
president of the American Manage- 
ment Association, in speaking before 
the annual meeting of the National 
Fire Protection Association. He held 
that fire protection and prevention 
has passed through the mechanical 
phase, where emphasis was on. con- 
struction and structural safeguards 
against fire. It has passed through 
the educational phase where emphasis 
was on safety campaigns, meetings 
and contests. It now has passed into a 
period centering on the human hazards 
arising from individual temperament 
which makes people susceptible and 
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liable to start fires. He contended 
statistics show 80% of all accidents, 
including fires, involve some fault of 
human behavior, but that little con- 
sideration has been given as yet to 
finding out why persons do unsafe 
things. His recent check showed only 
a handful of business firms are study- 
ing the human aspects of fire preven- 
tion today. 


“The safety engineer, it seems, is 
concerned with preventing spontan- 
eous combustion from the accumula- 
tion of greasy rags in confined 
places,” he said, “but he rarely thinks 
of accidents as stemming from human 
causes other than ignorance of safety 
rules.” 


He cited several cases of fires in 
industrial plants arising from care- 
lessness which could be traced to emo- 
tional disturbances and lack of ad- 
justment to environment on the part 
of the individuals responsible. Worry 
over ill health in the family, debts, 
marital unhappiness, and similar situ- 
ations were at fault—none of which 
can be treated by posters, safety 
meetings, or safety engineering. He 
held that each fire results from a com- 
bination of physical hazards and hu- 
man errors which can be eliminated 
only by using every available means 
of determining and controlling work 
habits and practices and the individ- 
ual, social, psychological, and eco- 
nomic causes that underlie them. 


Reputable psychologists have been 
asserting for years that the psycho- 
logical factor bulks large in accidents. 
Dr. F. B. Knight, director of the di- 
vision of education and applied psy- 
chology at Purdue University, is on 
record as having asserted that hoping 
to prevent accidents by employing the 
standard safety methods makes about 
as much sense as’ carrying around 
horse chestnuts in one’s pocket to 
ward off rheumatism. He holds that 
people have accidents because un- 
consciously they want to have them— 
from a sense of guilt that requires 
puishment, to escape disagreeable 
situations, because of agressiveness 
or lack of self-respect. 


In an article titled “Preventive Psy- 
chiatry” in the August 31, 1946, issue 
of the Journal of the American Medi- 
cal Association, Drs. John W. Appel 
and Gilbert W. Beebe described their 
work with combat infantrymen who 
developed psychiatric disorders in the 
Italian campaigns in World WarlI. 
Their method essentially was to im- 
prove the patient’s environment, 


rather than attempt to adjust him to 
the existing environment. They as- 
serted: “The possibility that psy- 
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chiatry can contribute to the mental 
health of the population by recom- 
mending environmental changes in- 
volving policy and procedure in in- 
dustry, education, and elsewhere de- 
serves further study. The ultimate 
success of such undertakings depends 
on whether or not stress factors can 
be identified which are both important 
causes of psychiatric disorders in the 
population, and subject to modifica- 
tion and control.” 


Some years ago the Society for the 
Promotion of Engineering Education, 
after considerable travail, evolved a 
definition of engineering which read: 
“Engineering is the art—based pri- 
marily upon training in mathematics 
and the physical sciences—of utiliz- 
ing economically the forces and ma- 
terials of nature for the benefit of 
man.” 


If “Engineering” is to continue to 
be considered the basis of safety and 
loss prevention, this definition is not 
broad enough to cover the field which 
must be covered in the future. The 
concept of “Engineering” in the safe- 
ty field must be widened to include 
“utilizing the abilities of man for 
the benefit of man” as well as “utiliz- 
ing economically the forces and ma- 
terials of nature for the benefit of 
man”. Perhaps “Engineering” is out- 
moded as a description of this ac- 
tivity; perhaps the psychologist and 
those in kindred fields would not 
relish such titles as “human engi- 
neers”, even though that is about how 
their function in the field of safety 
would have to be described. 


The basic work that is being done 
by some of these men should be ap- 
preciated and encouraged. More at- 
tention should be paid to its applica- 
tions to safety and Joss prevention. 
Their recommendations should be 
integrated with the “Engineering” 
element in safety, by whatever name 
it is called, so that “Education and 
“Enforcement” could become more 
effective than they are at present. 
Insurance companies, with their heavy 
stake in safety and loss prevention, 
might well see to it that this job starts 
getting done. 


THE BOX SCORE ON 
RATING LEGISLATION 


EPORTS reaching this publica- 
tion indicated that as of June 1, 
with fourteen state legislatures and 
Congress still in session, the national 
situation in the field of fire insurance 





and casualty insurance rate regula- 
tory legislation was as follows: 


ALABAMA. No bills directly af- 
fecting fire and casualty insurance 
rate regulation have yet been intro- 
duced. Fire and casualty rate regula- 
tory legislation was passed in 1945. 


CALIFORNIA. A combined fire- 
casualty rate regulatory bill based on 
final Commissioners-All Industry bills 
remains in committee in both houses. 
A combined fire-casualty rate regula- 
tory bill was amended in House to 
prohibit most agreements to adhere 
to rules or rates, passed by House, 
amended in Senate, and rereferred to 
Senate Financial Institutions commit- 
tee. Combination fire-casualty rate 
regulatory bill introduced by Sen. 
McBride, similar to independent bill, 
amended twice in Senate and rere- 
ferred to Senate Financial Institu- 
tions committee. A revised combina- 
tion fire-casualty rate regulatory bill, 
introduced by Sen. McBride, reported 
favorably by Senate Financial Insti- 
tutions committee. 


CONNECTICUT. The final Com- 
missioners-All Industry fire and casu- 
alty rate regulatory bills passed 
House, passed Senate with amend- 
ments, and returned to House for 
concurrence. Bills concerning inter- 
locking directorates and compulsory 
motor vehicle insurance are pending. 
Fire and casualty rate regulatory leg- 
islation was passed in 1945. 


DISTRICT OF COLUMBIA. 
The Commissioners-All Industry cas- 
ualty rate regulatory bill, and five 
others on the subject, have been in- 
troduced in Congress, and remain in 
House committee on District of Co- 
lumbia. First hearings were held 


May 7. 


FLORIDA. Unfair trade practices 
bill passed both houses and returned 
to House for concurrence in Senate 
amendments. Bill amending present 
casualty rating law to make it apply 
to motor vehicle insurance and adding 
“choice of act” paragraph was a- 
mended in House and passed both 
houses. A bill adding “choice of act” 
paragraph to the present fire rating 
law and excluding motor vehicle in- 
surance, and a bill regulating ad- 
visory organizations passed both 
houses. 


ILLINOIS. Fire and casualty in- 
surance rate regulatory bills based on 
Commissioners-All Industry _ bills 
were introduced in both houses under 
sponsorship of interim study com- 
mission, and have been amended and 
reported favorably by House Insur- 
ance committee. 
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MAINE. Fire and casualty rate 
regulatory bills sponsored by Insur- 
ance Commissioner and local agents, 
amended to require filing of rates, 
were passed and signed. Commis- 
sioners-All Industry fire and casualty 
rate regulatory bills died. Legisla- 
ture adjourned May 14. 


MASSACHUSETTS. Joint leg- 
islative recess committee on insurance 
laws reported May 27, after extended 
hearings on rate regulatory bills. Ma- 
jority report opposed Commissioners- 
All Industry fire and casualty rate 
regulatory bills, favoring amended 
version ‘of “Bowersock” bills ; minor- 
ity supported them. Rate regulation, 
unfair trade practices, interlocking 
directorates and stock ownership in 
insurance companies are subjects of 
pending bills. 


MICHIGAN. Commissioners-All 
Industry fire rate regulatory bill with 
minor amendments, and Commis- 
sioners-All Industry casualty rate 
regulatory bill with extensive amend- 
ments, were passed and signed. Un- 
fair trade practices bill with extensive 
amendments passed Senate and re- 
ported favorably in House. 


MISSOURI. Commissioners-All 
Industry casualty rate regulatory bill 
was introduced with Insurance Com- 
missioner’s sponsorship, as was a fire 
rate regulatory bill amending present 
law. Another casualty rate regulatory 
bill sponsored by local insurance 
agents also was introduced. On May 
23 legislature recessed until January, 
1948, without acting on bills. 


NEBRASKA. Commissioners-All 
Industry fire and casualty rate regu- 
latory bills, with Moser amendments, 
were amended and reported favorably 
by insurance committee, as was an 
amended unfair trade practices bill. 


NEW HAMPSHIRE. Three bills 
sponsored by Insurance Commissioner 
were introduced. One regulating 
rating organizations passed House; 
unfair trade practices bill, and _ bill 
amending workmen’s compensation 
and motor vehicle laws passed House 
and reported favorably by Senate 
Insurance committee. Bill to regulate 
certain fire and casualty insurance 
rates received favorable committee re- 
port in House. 


OHIO. Casualty rate regulatory 
bill sponsored by local insurance 
agents passed House and was re- 
ported favorably by Senate Insurance 
committee. Commissioners-All In- 
dustry fire rate regulatory bill passed 
Senate 32-2 on May 28. Introduced 
have been Commissioners-All Indus- 
try casualty rate regulatory bill, and 
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bills concerning interlocking director- 
ates, stockownership, unfair trade 
practices, and permitting private in- 
surance companies to write work- 
men’s compensation insurance. 


OKLAHOMA. Legislature ad- 
journed May 8 without taking action 
on fire and casualty insurance rate 
regulation. 


PENNSYLVANIA. Fire and cas- 
ualty rate regulatory bills, and unfair 
trade practices bill— sponsored by 
Pennsylvania Industry Conference 
Committee—passed House with mi- 
nor amendments, and were amended 
and reported favorably by Senate In- 
surance committee. Bills on inter- 
locking directorates and stock owner- 
ship in insurance companies passed 
House with amendments, and were 
reported favorably by Senate Insur- 
ance committee without further 
amendment. 


RHODE ISLAND. Legislature 
adjourned May 29 without taking 
action on fire and casualty insurance 
rate regulation. Resolution extending 
life of interim insurance committee 
to 1948 session of legislature ap- 
proved. 


SOUTH CAROLINA. Insurance 
code containing Commissioners-All 
Industry fire and casualty rate regula- 
tory articles was signed by Governor. 
Legislature adjourned May 14. 


TEXAS. Commissioners-All Jn- 
dustry casualty rate regulatory bill 
was reported favorably by Senate In- 
surance committee, in form amending 


1945 casualty rating law to include 


motor vehicles and repealing separate 
motor vehicle rating law. 


WISCONSIN. Commissioners-All 
Industry casualty rate regulatory bill 
reported favorably, with amendments, 
by House Insurance committee. Com- 
missioners-All Industry fire rate reg- 
ulatory bill passed Senate, was re- 
ported favorably by House Insurance 
committee, amended, and referred to 
joint finance committee. Unfair trade 
practices bill passed House. House 
joint resolution to investigate auto- 
mobile casualty insurance rates ap- 
proved in House, pending in Senate. 


NEEDED CORRECTION 


EVERAL large insurance buyers 

were among the speakers at the 
recent New York insurance confer- 
ence of the American Management 
Association. One of the things they 
said is wrong with the fire insurance 
and casualty insurance business is 
that it does not take advance counsel 
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with insurance buyers as to their 
needs and preferences in such mat- 
ters as the changing of old forms 
and coverages or the devising of new 
ones. Particular complaint was 
lodged for this reason against the 
fire insurance and casualty insurance 
rate regulatory bills recommended for 
legislative enactment by the National 
Association of Insurance Commis- 
sioners and the representatives of na- 
tional insurance organizations, which 
have come to be known as the Com- 
missioners-All Industry bills. 


In contending that they never are 
consulted in advance about the in- 
surance product they are called upon 
to buy, the buyers may have a good 
point which will bear further. in- 
vestigation by the insurance business. 
But in the matter of the Commis- 
sioners-All Industry bills it might be 
best to set the record straight at once. 


Insurance buyers were invited to 
join in drafting suggested fire in- 
surance and casualty insurance rate 
regulatory legislation, and that they 
did not see fit to do so is something 
which hardly can be blamed upon any- 
one save themselves. It is certain 
that their assistance would have been 
appreciated, both in the job of draft- 
ing, and in the job of getting later 
legislative approval. 


This same question came up last 
fall, when on October 24 the legisla- 
tive committee of the Risk Research 
Institute— another organization of 
large insurance buyers—issued a re- 
port which contended that the pro- 
cedures called for in the bills would 
restrict and destroy competition, give 
government excessive powers over 
the public’s source of insurance pro- 
tection; and provide a formula which 
would permit insurance to fix prices 
in concert as forbidden by Federal 
law. 








At that time Robert E. Dineen, 
New York State Superintendent of 
Insurance and president of the Na- 
tional Association of Insurance Com- 
missioners publicly replied: ‘While 
the Risk Research Institute denies 
any attempt to act as a last-minute 
obstructionist, I cannot overlook the 
fact that that organization turned 
down an invitation to be represented 
on the committees which worked for 
many months in drafting these bills. 
Instead of making contributions while 
the work was in progress it waited 
until the eleventh hour, when state 
legislatures are about to convene. 
Even at this late date its memoran- 
dum does not discuss specific details 
of the bills and is confined to generali- 


_ ties.” 
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Approval of Central Office Plan 


Marks Commissioners. Convention 


Thompson Named President, Larson Vice-President, and 
Hodges Secretary-Treasurer at Atlantic City Meeting 


He problems growing out of in- 

surance rate regulation hung over 
the 78th annual convention of the 
National Association of Insurance 
Commissioners held at Atlantic City, 
N. J., during the first week in June, 
as they promise to continue hanging 
for a long time. But they failed to 


furnish the highlight of the meeting, 
as they have been doing for several 
years past. Instead the most news- 
worthy development was approval of 
the long-discussed proposal for set- 
ting up a central office of the Associa- 
tion, as recommended by the commit- 
tee that has been studying the project. 
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Seth B. Thompson, Oregon Com- 
missioner of Insurance, was named 
president of the National Association 
of Insurance Commissioners for the 
coming year, advancing from the post 
of vice-president. 


J. Edwin Larson, Florida Insur- 
ance Commissioner who has served 
during the past year as chairman of 
the executive committee, was ad- 
vanced to vice-president. Wiliam P. 
Hodges, North Carolina Insurance 
Commissioner, was chosen secretary- 
treasurer. 


David A. Forbes, Michigan Com- 
missioner of Insurance, was named 
executive committee chairman. Robert 
E. Dineen, New York Superintendent 
of Insurance who has just completed 
a term as president of the Association, 
was named vice-chairman. 


Virginia Insurance Commissioner 
George A. Bowles, Texas Life In- 
surance Commissioner George B. 
Butler, and Illinois Director of In- 
surance N. P. Parkinson were named 
members-at-large of the executive 
committee. Zone members named to 
the committee were: (1) New Hamp- 
shire Commissioner of Insurance 
Donald Knowlton; (2) Pennsylvania 
Commissioner of Insurance James F. 
Malone, Jr.; (2) Mississippi Com- 
missioner of Insurance Jesse L. 
White ; (4) Wisconsin Commissioner 
of Insurance Morvin Duel ; (5) Colo- 
rado Commissioner of Insurance 
Luke J. Kavanaugh; (6) Washing- 
ton Commissioner of Insurance Wil- 
liam A. Sullivan. 


Principal address of the conven- 
tion was the presidential report de- 
livered by New York Superintendent 
of Insurance Robert E. Dineen, re- 
tiring president, the text of which 
follows. 


INCE June 5, 1944, the day upon 
which the United States Supreme 
Court handed down its decision in the 
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South-Eastern Underwriters case, the 
further enactment of rate regulatory 
laws throughout the United States 
has placed a new responsibility upon 
many Insurance Commissioners. It 
is this increase in responsibility, and 
the manner in which our Association 
can .be of assistance in helping us 
discharge our new duties, that I pro- 
pose to discuss today. 


It would be well to clear the atmos- 
phere at the outset upon one major 
proposition. Rate regulation is not a 
panacea. We all know that many fac- 
tors enter into the success or failure 
of insurance companies. The main- 
tenance of an adequate rate level is 
but a single factor. Companies with 
adequate rate levels have been wrecked 
by failure to live within the margins 
which the rates provide, or by bad 
underwriting, or by unsound invest- 
ment policies. There can be no sub- 
stitute for sound management, and 
I know of no insurance regulatory 
scheme in this country which does 
not recognize this principle. 


Although the maintenance of an ad- 
equate rate level is but a single factor 
in the maintenance of solvency, it is 
nevertheless of vital importance. No 
management, no matter how capable 
it is, can long survive on inadequate 
rate levels. And since most of our 
companies do business in more than 
one state, the maintenance of ade- 
quate rate levels in all of the states 
in which the company does business 
is of the utmost concern. The ex- 
tension of rate regulation places an 
ever increasing burden upon the in 
dividual Commissioners to think not 
only in terms of their own states, 
but to think in terms of all the states 
in which the company or bureau 
whose rates are under review docs 
business. 


Recently one of the leading parti- 
cipants in the debate on rate regula- 
tion made the following statement 
before a Congressional committee: 
“Regulation of rates is not the only 
way, or even the best way, to regulate 
insurance in the public interest. We 
have recently seen an example, under 
the strict rate regulation that exists 
in the state of New York, of the 
failure of rate regulation to keep 
an insurer solvent.” This statement 
overlooked entirely the fact that the 
company to which reference was 
made transacted 78% of its business 
outside the state of New York, and 
that it was doing business in forty- 
four other states, the District of 
Columbia and the Territory of Ha- 
waii. It transacted twelve lines of 


business. As of June 5, 1944, only 
two states in which it was licensed 
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regulated all twelve lines ; in fourteen 
states in which it did business there 
was no regulation of its rates what- 
soever; in seventeen states only its 
compensation business was regulated. 


Whether or not a company makes 
money in any particular state on a 
given line of insurance depends, of 
course, on a variety of factors. The 
amount which a company pays for 
its business varies from state to state. 
The quality of its underwriting also 
may vary. In the past the basic rate 
level may have been determined by 
regulation, by competition, or by a 
combination of both. In hearings be- 
fore the Committee on Rates and 
Rating Organizations of the National 


Association of Insurance Commis- 
sioners, representatives of bureau 
companies have conceded frankly that 
in order to meet competition in some 
states and at some times, bureau com- 
panies have been forced to sell in- 
surance at rates lower than those 
called for by the experience of the 
bureau. The inference is that had the 
competition not existed the higher 
rate would have been charged. This 
procedure may result in a reduced 
margin of profit, no profit, or even 
a loss, depending upon the facts in 
each particular case. The loss may 
be offset by gains in other states 
where conditions more favorable to 
the company prevail or by gains in 
other lines. 
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Recently the New York Insurance 
Department conducted a study of a 
national rating organization. This 
organization collected its experience, 
used substantially the same forms and 
promulgated a general rate level, all 
on a national basis. In spite of that 
fact our examiners found instances 
where the identical contract was being 
sold at different rates in different 
states because of purely local de- 
velopments unrelated to the loss ex- 
perience. 


In the past each state was a law 
unto itself and the rates charged 
were seldom, if ever, the concern of 
other states. Differences in rate levels 
were attributed to differences in cov- 
erage, acquisition costs, experience, 
etc. It frequently was said that be- 
cause of these local variations, com- 
parisons of rate levels were of no 
value. 


The prospective application of the 
Robinson-Patman Act after January 
1, 1948 has given. this situation a new 
perspective. That law (Section 13) 
prohibits “any person engaged in 
commerce * * to discriminate in price 
between different purchasers of com- 
modities of like grade and quality, 
* * where the effect of such discrim- 
ination may be substantially to lessen 
competition or tend to create a mo- 
nopoly in any line of commerce.” It 
also forbids the sale of “Goods in 
any part of the United States at 
prices lower than those exacted by 
said person elsewhere in the United 
States for the purpose of destroy- 
ing competition, or eliminating a com- 
petitor in such part of the United 
States; or to sell or contract to sell 
goods at unreasonably low prices for 
the purpose of destroying competition 
or eliminating a competitor.” This 
statute also provides, and this is signi- 
ficant, that “upon proof being made, 
at any hearing on a complaint under 
this section, that there has been dis- 
crimination in price or services or 
facilities furnished, the burden of re- 
butting the prima facie case thus 
made by showing justification shall 
be upon the person charged with a 
violation of this section.” 


It will be noted that the price dis- 
criminations mentioned must be such 
as to lessen competition substantially 
or tend to create a monopoly or to 
destroy competition or to eliminate 
a competitor. However, practically 
every state in the Union now has a 
statute upon its books which pro- 
hibits insurance companies from pro- 
mulgating rates which are unfairly 
discriminatory. These statutes do not 
provide that in order to make a case 
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against the offending insurer the com- 
plainant must show that the rate 
quoted or used tended to lessen or 
destroy competition, create a monop- 
oly or eliminate a competitor. It is 
enough if the discrimination is un- 
fair. 


It seems inevitable that as time 
goes on there will be an increasing 
interest upon the part of the various 
states as to what policyholders in 
other states are paying for insurance. 
The citizens of each state are en- 
titled to know, and will expect their 
Insurance Department to know, 
whether the prices paid for insurance 
protection in that state are comparable 
to those paid elsewhere. Cognizant 
of its responsibilities under state laws 
prohibiting unfair discrimination and 
under the Federal acts, the industry 
itself has been prompt to recognize 
this new development, and has sup- 
ported in the All-Industry Bills pro- 
visions designed to facilitate the ex- 
change of rating information among 
states. Those companies and rating 
organizations which operate on a na- 
tional basis have anticipated that there 
will be an increasing interest upon the 
part of individual Commissioners to 
ascertain the treatment which they 
have accorded their policyholders in 
other states. Where there is a dif- 
ference in rate levels, the companies 
and bureaus should be prepared to 
justify the difference. 


It is manifest that these develop- 
ments, namely, the spread of rate reg- 
ulatory laws and the impact of Fed- 
eral laws, will place an ever-increas- 
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ing responsibility upon Insurance 
Commissioners. And it may be noted 
that this responsibility is being placed 
on many Commissioners at a time 
when underwriting in many lines is 
unsatisfactory, and in some lines is 
being conducted at a loss, in spite of 
a statutory requirement that rates 
should provide a reasonable profit. 
Those states which have already un- 
dertaken this obligation have recog- 
nized the need for increased per- 
sonnel and increased budgetary al- 
lowances to compensate therefor. But 
while the Commissioner may and 
should rely upon the study and advice 
of his technicians, in the final analy- 
sis the responsibility as to whether 
a rate should be approved or disap- 
proved rests upon him. 


I am pleased to report to you that 
the National Association of Insurance 
Commissioners has been alert to the 
problems and responsibilities incident 
to rate regulation, and that ways and 
means have been and are being de- 
vised to help meet them. One of the 
problems in the past which has beset 
those Commissioners who have been 
charged with the regulation of rates 
has been the absence of homogeneity 
in the figures. Commissioners have 
come to me and expressed complete 
inability to compare the figures of 
competing companies and variations 
in their rates, when no two of them 
kept their books upon the same basis. 
Your Association created a Commit- 
tee on Uniform Accounting. The 
New York Insurance Department, 
acting under special appropriations 
of the legislature for that purpose, 
has established a staff of accountants 
and statisticians who have been en- 
gaged for eighteen months in making 
an examination of the records of 
various companies in all lines of busi- 
ness, in order to lay the foundation 
for uniform classifications of ac- 
counts. When that work is completed 
and it involves further consulta- 
tion between the Association and the 
industry — we shall have laid the 
groundwork to facilitate comparisons 
of the operating results of the com- 
panies whose rates are under review. 
And I may add in passing that uni- 
form classifications of accounts do 
not mean the end of competitive rates. 
On the contrary, they should stimu- 
late a healthy competition between 
companies because valid comparisons 
of details of operations should then 
be possible. 





Those of you who have had ex- 
perience in passing upon rates know 
the problems encountered in attempts 
to rate risks by size. That certain 
economies go with size is self-evident. 








in 
it. 





The problem is to pass on to those 
large risks the economies to which 
they are entitled without at the same 
time placing a disproportionate bur- 
den on the smaller risks, with a re- 
sultant unfair discrimination. That 
problem is inextricably interwoven 
with the development of uniform 
classifications of accounts. If rates 
are to be made properly on a size- 
of-risk basis, the cornerstone of any 
such effort must be uniform classifi- 
cations of accounts. If all the com- 
panies do not start from substantially 
the same accounting premise, common 
sense tells us that they cannot con- 
ceivably arrive at results suscepti- 
ble of comparison. A committee of 
your Association, under the chair- 
manship of Commissioner Hodges, 
is working on this phase of the prob- 
lem. 


NE of the most baffling features 

of insurance company state- 
ments is the gain and loss exhibit. I 
have had businessmen who take pride 
in their ability to read a statement, 
and who serve as members of the 
boards of directors of fire and casu- 
alty companies, tell me that they can- 
not interpret an insurance gain and 
loss exhiblit. When a man is handed 
a gain and loss exhibit which shows 
that the company has made two mil- 
lion dollars and is told that actually 
the company lost two million dollars, 
or vice versa, he cannot have a very 
high opinion of the basis upon which 
such gain and loss statements are 
computed. Thinking people in the 
business realize that improvement in 
this direction is long since overdue. 
While the Insurance Accountants As- 
sociation has a committee working 
on a revised fire and casualty state- 
ment blank, it has given no considera- 
tion to a revision of the gain and loss 
exhibit, or, as it is called in the state- 
ment, the Underwriting and Invest- 
ment Exhibit. 


Your Association has a sub-com- 
mittee studying the 1921 “Standard 
Profit Formula”, which embraces this 
problem. Representatives of the fire 
insurance industry at the Grand Rap- 
ids meeting of this Association in 
December, 1945, stressed the necess- 
ity for the adoption by the states of 
uniform margins for profits and con- 
flagrations, pointing out that if the 
states did not adhere with a con- 
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siderable degree of uniformity to a 
standard formula, unnecessary con- 
fusion would ensue. This contention 
upon the part of the industry focused 
attention upon the 1921 formula. Im- 
petus for a reconsideration of the 
1921 formula came from another di- 
rection. As of May 16, 1947, four- 
teen states which had not regulated 
fire insurance rates before June 5, 
1944—the date of the S. E. U. A. 
decision—had enacted rate regula- 
tory statutes for the fire insurance 
business. It is but natural that In- 
surance Commissioners, charged for 
the first time with the responsibility 
of regulating fire rates, would want 
to review the history of the 1921 
formula and its applicability to the 
fire insurance business in the light of 
present day conditions. 


A great deal of water has gone over 
the dam in the quarter of a century 
since the formula was first adopted. 
Any student of the problem today 
would naturally ask: Has the formu- 
la stood the test in the courts? Has 
it met with the approval of the text 
writers? Has it been uniformly ac- 
cepted, and if not, why not? Have 
changes in the times made revision 
necessary ? 


Has the reduction in interest rates 
which has affected all branches of the 
business, necessitated a revision in our 
previous thinking on profit ? As of June 
30, 1921, the national debt stood at 
$23,977,000,000. As of June 30, 1946, 
it stood at $269,422,000,000—over 
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ten times greater. Our economists 
tell us that while the national debt 
remains at this level interest rates 
will continue to be low. Is this a 
factor which should be taken into 
consideration today—and tomorrow 
—in determining a profit formula? 





That portion of the 1921 formula 
dealing with conflagrations presents 
similar questions. The 1921 formula 
defined a conflagration as any loss in 
excess of a million dollars. It also 
provided that a reasonable underwrit- 
ing profit is 5%, and allowed an ad- 
ditional 3% for conflagrations. In 
this connection the formula stated: 
“The 3% allowance for conflagrations is 
subject to revision if and when the rec- 
ords of conflagrations to be collected by 
the National Board show that such 3% 
is excessive or inadequate.” 


This commitment—arrived at by a 
voluntary agreement between the Na- 
tional Association of Insurance Com- 
missioners and the National Board 
of Fire Underwriters—imposed an 
obligation upon your sub-committee 
and the industry to review the sta- 
tistics over the twenty-five year pe- 
riod. Preliminary figures show that 
the “conflagration” losses paid aver- 
aged about 1% of the premiums. 
When the first million dollars of each 
loss is charged to the experience of 
the state in which it occurs, and the 
remainder is charged on a country- 
wide basis, in accordance with the 
terms of the agreement, the losses 
are substantially less than 1%. The 
difference between 1% and 3% of 
the average annual nationwide fire 
insurance premiums (for stock com- 
panies licensed in New York) of 
$565,570,000 during the twenty-five 
years from 1920 to 1944, inclusive, 
amounts to $11,311,000 per annum. 


In the meantime, however, we have 
had no conflagration comparable with 
the San Franciscg fire. I might add 
parenthetically that the history of that 
fire, as summarized in the Report of 
the Special Committee of the Board 
of Trustees of the Chamber of Com- 
merce of San Francisco, dated No- 
vember 13, 1906, should be required 
reading for every supervisory official 
entrusted with the responsibility of 
passing upon fire insurance rates. 
Furthermore, is the million dollar 
limitation for conflagrations origin- 
ally fixed a proper one in light of 
today’s conditions, having in mind 
the reduction in the value of the dol- 
lar and the fact that we are now 
living in the era of atomic energy? 


In addition to its exploration of 
the 3% allowance for conflagrations, 
the sub-committee will attempt to ob- 
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tain data as to the actual profits or 
losses on fire insurance since 1921 
in relation to the 5% allowance for 
profit. This phase presents certain 
difficulties because, strange as it may 
seem, there are at the present time 
no separate profit figures on fire in- 
surance in composite form covering 
this twenty-five year period. Figures 
as to premiums earned and losses in- 
curred (as well as written and paid) 
are available for the twenty-five years, 
but expense figures for fire separately 
have been available only since 1935. 
ven these figures, collected under the 
New York Fire and Marine Experi- 
ence Exhibit, suffer from statistical 
shortcomings which diminish their use- 
fulness. It will be necessary to ad- 
just any data compiled for distor- 
tions which are unavoidable in the 
present underwriting exhibit. 


And what of the improvements in 
accounting methods over the last 
twenty-five years? Cost accounting, 
to mention a single branch of account- 
ing, has made tremendous strides in 
industry generally in the last twenty- 
five years. How can we better take 
advantage of these developments in 
the field of accounting, not only in 
applying a formula, but in showing 
its operations in a simplified and 
intelligible gain and loss exhibit which 
will make true and accurate figures 
available to those who make, regulate, 
and pay the rates? 


The questions which I have pro- 
pounded in connection with this par- 
ticular phase of the problem are by 
no means all-inclusive but they indi- 
cate, in my opinion, the necessity 
for a full exploration of the 1921 
formula. They also indicate some- 
thing else. Before June 5, 1944, a 
majority of states regulated’ work- 
men’s compensation rates, but other 
casualty lines were, in general, un- 
regulated. Since June 5, 1944, twenty- 
five states have undertaken the regula- 
tion of many casualty lines. What for- 
mula will be applied by the states un- 
dertaking to regulate these other lines 
for the first time? And will a formula 
which works adequately in one line of 
business be satisfactory in another 
line of business? Where will the 
cause of state regulation stand if 
each state develops a formula of its 
own? And how will we square our- 
selves with the spirit of the Robin- 
son-Patman Act, a Federal statute 
designed to prohibit unfair discrim- 
ination, and of state acts prohibiting 
unfair discrimination, if the policy- 
holders in one state are called upon 
by law or administrative regulation 
to pay rates which include a higher 
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margin of profit than that allowed 
in other states, or vice versa? 


One of our rate structures, in 
which stock and mutual companies vie 
for business, contains no allowance 
for profit whatsoever. It poses the 
question: are those companies which 
are engaged in that business being 
conducted as eleemosynary institu- 
tions, or is provision being made for 
profit in the rate structure indirectly 
through redundant loading? 


I raise these questions today because 

in my own state, where we have had 
experience with rate regulation since 
1922, the volume of rate-regulated 
business last year exceeded $400,000,- 
000 in a state containing approxi- 
mately one-tenth of the nation’s popu- 
lation. With rate regulation on prac- 
tically a countrywide basis, the a- 
mount of rates regulated will run 
into billions of dollars. 


We are no longer the sole arbiters 
as to the quality of our performance ; 
Congress has the right to relieve us 
of the obligation to regulate rates 
if it is not satisfied with our work. 
Furthermore, Congress, acting 
through. its committees or through 
its so-called grand jury, the Federal 
Trade Commission, has the right to 
scrutinize our performance from time 
to time even though it does not care 
to undertake the regulatory burden 
itself. Legislative committees in the 
various states will have the same 
privilege. In my own State of New 
York we already have had on several 
occasions legislative investigations of 
insurance rate making. 


Under the circumstances the pic- 
ture is now clear. The states, in the 
main, have enacted rate regulatory 
laws pursuant to the Congressional 
invitation contained in U. S. Public 
Law 15. That, however, is merely 
the beginning of the undertaking. 
It is now our job to execute the 
second step, namely, to administer 
these laws fairly and competently. 
What we do must make sense; it 
must be able to withstand critical 
review at any time. And it must 
make sense not only within the con- 
fines of a particular state; it must 
do so in relation to the activities of 
other states in the rate regulatory 
field. The drafters of the model bills 
did not add those provisions of the 
bills allowing for cooperation among 





states and the exchange of rate regu- 
latory information simply as a ges- 
ture. Thbse provisions were incor- 
porated therein as a part of a co- 
operative policy among states, under 
which rate regulation must now func- 
tion on a national basis. 


We. have accepted a tremendous 
responsibility. The freedom of in- 
dividual action which state regulation 
contemplates should not encourage 
us to immunize ourselves from the 
activities of our brother Commis- 
sioners in this field. We shall not 
achieve administrative perfection in 
rate regulation in a day. It took sev- 
eral years of intensive work follow- 
ing June 5, 1944, to evolve the pres- 
ent regulatory pattern and even that 
pattern is not yet complete. For years 
to come the administrative develop- 
ment of a nationwide rate regulatory 
scheme will be in progress. 


To be successful its development 
must be characterized by wisdom and 
tolerance for the views of others, not 
only within the borders of our re- 
spective states but outside. We must 
be at pains not to prescribe un- 
necessary administrative procedures 
peculiar to our own state and at war 
with workable administrative pro- 
cedures in other states. A prolixity 
of conflicting and burdensome admin- 
istrative requirements can bring the 
whole house of state regulation crash- 
ing down on our heads. The National 
Association of Insurance Commis- 
sioners can serve a useful purpose 
in preventing any such catastrophe. 
For seventy-six years this Association 
has served as a vehicle for bringing 
Commissioners together and having 
them meet one another personally. 
The work of its committees has fur- 
ther served to weld the bonds of co- 
operation among the various states. 
I can foresee the advent of the day, 
not far distant, when one of your 
most important standing committees 
will be the Committee on Rates and 
Rating Organizations. That com- 
mittee should serve as a clearing 
house for the problems incident to 
the operation of a rate regulatory 
system on a coast-to-coast basis. 


As your president, I have done 
everything within my power to utilize 
to the fullest extent the machinery 
of this Association to achieve the pur- 
pose for which it was created—co- 
operation among the states. The con- 
tinuance of that cooperation in rate 
regulation is essential. Adherence to 
this policy will make certain that rate 
regulation on a state level, integrated 
through this Association, will func- 
tion successfully. 
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FTER the inland marine adjuster 
has determined the amount of 
loss and the liability of the insurance 
company under its policy, there re- 
main several tasks before the adjust- 
ment is completed. Salvage must be 
disposed of at the best advantage to 
the insurance company, possibilities 
of subrogation must be investigated, 
the existence of other insurance poli- 
cies and their effect determined, a 
proof of loss secured, and the policy- 
holder convinced that the company is 
fair and sympathetic. These are more 
involved and difficult tasks under in- 
land marine policies than they are 
with the usual fire or windstorm loss, 
and it will help to examine typical 
cases. 

Salvage operations require more 
than a glance at the classified section 
of the phone book and a call to some 
dealer to give a bid on the damaged 
merchandise. A motor truck accident 
requires immediate attendance at the 
scene, the posting of a guard, and 
removal of undamaged merchandise 
before it is stolen or further damaged 
by deterioration or weather. Passers- 
by and neighbors often feel that the 
contents of a wrecked truck are their 
legitimate prey, and police officers 
have been known to encourage such 
pilferage unless there is a representa- 
tive of the owner at hand. In his 
first contact with the insured, the ad- 
juster should point out to the insured 
his obligation under the “sue and la- 
bor” clause to assist in salvage opera- 
tions. Most policyholders do not un- 
derstand this requiremént and they 
have a tendency to abandon the load 
to the insurance company. 


The salvage of foodstuffs may en- 
tail the judicious handling of health 


department authorities. It is perfectly 
natural for a health officer to con- 
demn an entire load of canned goods 
or cabbages if he sees it in an awful 
mess with half of it smashed to bits. 
It is essential to get the undamaged 
portions out of the wreck before the 
load is condemned. The health of- 
ficer then will have an opportunity 
to look over the salvaged portion and 
determine its fitness for use without 
having to paw through a mess of ob- 
viously unfit merchandise. Rapid 
handling and the use of local refrig- 
eration facilities also will go a long 
way toward convincing officials that 
the adjuster and the owner are mak- 
ing an honest effort to protect the 
health of the consumer. 


Fur coats and jewelry present the 
double problem of recovery and iden- 
tification. A detailed description 
should be secured, including snap- 
shots and formal photographs if pos- 
sible. The insured should be encour- 
aged to list all the peculiarities of each 
piece of lost property. The serial 
numbers of watches are a necessary 
part of the loss file, so that the com- 
pany can make immediate identifi- 
cation in case a similar watch is recov- 
ered. The adjuster should also see that 
immediate notification is given to the 
police, along with the description of 
all lost property. The pawn shop de- 
tails in the city police departments 
make daily checks of pawned articles, 
and numerous recoveries of stolen 
articles are possible if identification 
can be made. 





William H. Rodda is secretary of the Trans- 
portation Insurance Rating Bureau, Chicago. 
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A new service for the registration 
of fur garments has been established 
within the past few years, and this 
will facilitate the recovery of regis- 
tered garments if the practice becomes 
widespread. The lining of the gar- 
ment is opened and a code number 
stamped in indelible ink on several 
skins. The owner is provided with 
a card showing the identification, and 
the information is also kept in a per- 
manent file by the “International Reg- 
istry”, Raymond Commerce Building, 
Newark, New Jersey. The marking 
of these garments provides positive 
identification in case recovery is made. 
The insured may not remember to 
mention such an identification, (es- 
pecially if it was made by the store 
at the time of purchase) and the ad- 
juster should inquire whether there 
is any such service in connection with 
a lost garment. 


Successful subrogation has the 
same effect to the company as salvage, 
and the possibility of recovery from 
a third party must be checked in 
every inland marine loss. The es- 
sential nature of inland marine in- 
surance as coverage of property in 
transit means that the property fre- 
quently is in the custody of a carrier 
when it is lost. 


The railroad and most of the truck 
lines are common carriers. Their li- 
ability for safe delivery of merchan- 
dise is extremely broad and is almost 
absolute with the exception of dam- 
age resulting from “Acts of God” 
and acts of the public enemy. The 
result is that almost all loss to prop- 
erty while it is in the hands of a com- 
mon carrier is at the responsibility 
of the carrier, and the owner of the 
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property can collect. There sometimes 
are contractual limitations on the 
amount recoverable. For instance, 
shipments by railway express or- 
dinarily are limited to $50.00 unless 
an excess valuation charge is paid. 


In any case where property has 
been lost or damaged while in the 
hands of a carrier, it is the duty of 
the adjuster to investigate fully, so 
that the company will have complete 
information for making its subroga- 
tion claim. If the carrier is a con- 
tract rather than a common carrier, 
the terms of the contract must be 
investigated to determine the liability. 
It must be remembered that in con- 
nection with most carrier losses, it 
is not necessary to prove negligence 
on the part of the carrier in order 
to make recovery. The mere fact that 
the property is lost or damaged justi- 
fies recovery unless the carrier can 
show that the loss is due to an “Act 
of God,” an act of the public enemy, 
or to some negligence on the part of 
the owner or the inherent nature of 
the goods. 


Loss of baggage under personal 
property floaters or personal effects 
floaters almost always presents an op- 
portunity for recovery under subro- 
gation procedure. The liability for 
safe transportation of baggage is sim- 
ilar to that of a common carrier in 
handling other types of property. 
When he has delivered the baggage 
to the carrier, the passenger does not 
have any further responsibility for its 
care. The contractual relationship be- 
tween the passenger and the carrier 
may limit the amount of recovery but 
the carrier ordinarily cannot relieve 
himself of the liability. 


In order to present a valid claim 
against a carrier for loss of baggage, 
the adjuster must determine accu- 
rately that the property being carried 
actually was baggage and not some 
other type of property. Sometimes it 
may be necessary to examine the 
tariff on file for the carrier, in order 
to learn whether there is a definition 
of baggage in the tariffs which have 
been filed with the regulatory bodies. 
Ordinarily baggage would consist of 
clothing and property of the sort 
which would be carried by a traveler 
to be used during a trip. The samples 
which might be carried by a sales- 
man would not be considered baggage 
unless the definition filed by the car- 
rier included such property. 


A few years ago before portable 
radios were common, a traveler was 
carrying a small radio in his travel- 
ling bag. The radio was broken as a 
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result of rough handling by the bag- 
gage clerks. The railroad at first 
denied liability to the passenger on 
the ground that the radio was not 
baggage such as would ordinarily be 
carried by travelers, and in addition 
it was concealed within the travelling 
bag so that the railroad did not have 
an opportunity to determine the frag- 
ile nature of the property. It was 
pointed out to the claim agent, how- 
ever, that the radio was of a size 
obviously intended for travel purposes 
and that an increasing number of 
people were carrying small radios as 
regular pieces of property during 
their travels. It also was shown that 
the radio had been packed in a sub- 
stantial manner and that there actu- 
ally had been extremely rough han- 
dling of the baggage. The railroad 
claim agent finally allowed the claim. 
This is an example of the changes 
which occur from time to time, as 
one type of property may become 
commonly regarded as baggage be- 
cause of changes in travelers customs. 


It must not be assumed that state- 
ments on baggage receipts are al- 
ways valid as a contract between the 
passenger and the carrier. The state- 
ment on these receipts ordinarily is 
taken as a notice rather than as a 
contract, and the notice may be in- 
valid for one reason or another. How- 
ever, the proper filing of a tariff by 
a carrier ordinarily will limit its li- 
ability, and the limitations usually 
are binding upon a passenger whether 
he has had actual notice of them or 
not. 


ANY of the jnland marine 

losses which are handled by 
adjusters are losses occurring to prop- 
erty in the hands of bailees. Fre- 
quently it is possible to prove negli- 
gence on the part of the bailee and 
to establish a subrogation case against 
the bailee. It must be noted that the 
liability of a bailee for property in 
his care is not nearly as great as the 
liability of a common carrier. In the 
case of a bailee it is necessary to 
prove negligence, because the bailee 
is obligated only to give ordinary care 
to the property. 


A subrogation case which was de- 
cided early in 1947 by the Appel- 
late Term of the New York Supreme 
Court indicates the type of negligence 
which may permit recovery by the 
insurer of the property. The prop- 
erty involved consisted of furs which 
were on the premises of a fur dyeing 





corporation. There was a‘fire in an 
electric motor in a room where the 
furs were being processed, and con- 
siderable damage resulted to the prop- 
erty of the bailor. The bailee claimed 
that the motor had been in use for 
a number of years and that there had 
never been any trouble with it. How- 
ever, there was testimony to the effect 
that the motor was of an old, open 
type and that sawdust quickly ac- 
cumulated on the motor. Expert tes- 
timony was to the effect that sawdust 
accumulating on an electric motor 
under those circumstances could cause 
a short circuit, and that in fact the 
fire did result from a short circuit. 
Recovery was allowed to the bailor 
(and to his insurer) on the ground 
that the bailee was negligent in per- 
mitting that situation to exist. 


There have been several cases 
where recovery has been made be- 
cause of bad plumbing or lack of 
heat. In a New York case, the mer- 
chandise was damaged when water 
backed up through a basement plumb- 
ing fixture as a result of heavy rain. 
It was shown that the owner of the 
building had had notice of the con- 
dition and that during a period of 
two years he had made no effort to 
correct it. The landlord’s contention 
that a heavy rain was something over 
which he had no control was not 
accepted, because it also was shown 
that the trouble could have been a- 
verted by the installation of a check 
valve in the pipe line from the plumb- 
ing fixture. In this case the fact that 
the landlord had been put on notice of 
the condition apparently was a deter- 
mining factor in placing the liability 
upon him. 


In December, 1942, there was a 
period of extremely cold weather 
over a week end. Plumbing and 
sprinkler equipment froze in many 
buildings in New York City, and 
claims were brought against the own- 
ers of the buildings for the resulting 
damage to contents. The landlords 
took the position that the suddenly 
dropping temperature was an “Act 
of God” and something for which they 
could not be held responsible, especi- 
ally during a week-end when they 
did not have their normal operating 
staff on hand at the buildings. How- 
ever, subrogation cases were success- 
fully pressed against many of these 
building owners, and the Appellate 
Division of the New York Supreme 
court held that the landlords were 
obligated to furnish heat to protect 
plumbing at all times, even though 
the buildings were shut down for 
business. It is understood that many 
owners and their insurers did not 











press claims against the landlords, and 
recovery was made only in those 
cases where the companies and their 
adjusters were sufficiently alert to 
realize that there might be liability 
on the part of the landlords. 


In connection with all cases where 
subrogation is a possibility, the ad- 
juster should report the possibility 
to his company immediately, and 
should not wait until the loss is closed 
and payment made. Where subroga- 
tion is to be attempted, it is essential 
that an attorney be employed early 
in the case in order that all details 
may be properly handled. In many 
cases it is advisable to handle the loss 
payment as a loan, rather than as a 
settlement of the loss itself. It is a 
peculiarity of some liability claims 
that recovery can be made only by 
the person who has suffered the loss. 
Subrogation, in the sense that the in- 
surance company pays the loss and 
assumes the rights of the insured, 
is not always possible. The adjuster 
should determine from competent 
legal advisers whether it is safe to 
make a loss payment to the insured, 
or whether it is advisable to make 
payment as a loan and take a loan 
receipt. This is particularly true where 
the bill of lading gives the benefit 
of the insurance to a carrier. 


It is a principle of subrogation that 
the insurance company cannot re- 
cover any portion of its loss until the 
owner of the property has been made 
whole. An interesting New Jersey 
case involved payment for a fur coat 
which had been insured under a per- 
sonal fur policy for $1,800, and had 
also been insured for $1,500 under a 
furriers customer receipt by a de- 
partment store. The insured collected 
both the $1,800 and the $1,500. The 
insurance company attempted to im- 
press a trust on the $1,500 received 
from the department store. The own- 
er contended that the coat was worth 
$3,500 and that she had not received 
more than the value of the coat. Ap- 
parently there was not sufficient evi- 
dence to show that the coat was worth 
less than $3,500, and the court held 
that the insured can be held to ac- 
count to the subrogee only if he has 
recovered more than the total of his 
loss. Then the insurance company 
can recover the excess, but no more 
than the excess, above the insured’s 
loss. 


One of the most vexatious prob- 
lems with which the inland marine 
adjuster has to contend is that of 
“other insurance”. It is customary 
for inland marine underwriters to in- 
sert a provision in policies to the ef- 
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fect that no other insurance is per- 
mitted. These clauses frequently are 
in the form of warranties, or they 
may provide that the policy shall be 
excess insurance in case there is any 
other insurance on the property at 
the time of loss. The complications 
arise when there are two or more 
policies containing similar provisions. 


In the case of Oakley vs. Firemens 
Insurance Company in the Supreme 
Court, New York County, the princi- 
ple was brought out that there is no 
“other insurance” within the mean- 
ing of the policy where the two poli- 
cies cover different interests. In that 
case one of the policies covered the 
owner of the property against the loss 
of merchandise. The other policy in 
question insured the holders of the 
merchandise against legal liability for 
loss while the property was in their 
possession. The insurance on the 
property for the protection of the 
owner had been set up as a defense 
by the insurer of the bailee. The 
decision was to the effect that the 
policies covered different interests 
and that there was no “other insur- 
ance”. 


general rule which has been fol- 

lowed in many court decisions is 
to the effect that specific insurance 
pays ahead of any floater insurance. 
In the case of Davis Yarn Company, 
Inc. et al, vs. Brooklyn Yarn Dye 
Company, Inc. et al, there were sev- 
eral floater policies, none of which 
could be considered specific. The Ap- 
pellate Division, First Department, 
placed the payment of the loss on the 
policy which seemed to be “more 
specific” than the other policies; that 
is, the policy which came the closest 
to describing the property and cir- 
cumstances of the loss. However, 
the Court of Appeals of New York 
State reversed the decision and laid 
down the rule “to have all the com- 
panies writing floater policies which 
are all attempted excess policies with- 
out a primary one, covering a peril 
which occurs, compelled to contribute. 
That will lead to prompt payment of 
the loss and the elimination of liti- 
gation.” 


Both courts rejected a contention 
that the presence of excess clauses 
in both policies would prevent any 
recovery. The Court of Appeals said, 
“The Appellate Division correctly re- 
jected a conclusion that, because each 
loss involved herein was covered by 
two policies, the respective insureds 
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could recover upon neither, pointing 
out that such a result ‘would be un- 
tenable in principle since the moment 
that either policy is (was) held to be 
unenforceable the reason for invali- 
dating the other policy ceases to ex- 
=” 


Some of the adjusters’ difficulties 
have been smoothed out by the adop- 
tion of “Guiding Principles” for use 
in connection with conflicting cover- 
ages between companies. It is not 
clearly understood by all adjusters 
that there are several “Agreements 
of Guiding Principles’. The one 
most publicized is the agreement of 
guiding principles between fire under- 
writers and the inland marine under- 
writers. There also are other docu- 
ments which have been in existence 
for some time, the first between dif- 
ferent groups of inland marine under- 
writers known as the “Inland-Inland 
Agreement” and the other one be- 
tween casualty underwriters and in- 
land marine underwriters known as 
“Casualty-Inland Agreement”. 


It also is not clearly understood by 
many adjusters that these agreements 
are effective only if the companies 
involved in the loss have signed these 
agreements. There are many com- 
panies which have not signed the 
agreements and their application is 
far from universal. Adjusters’ files 
should contain complete lists of the 
signatories to these agreements, so 
that they can determine at once 
whether or not two companies in- 
volved in such a case are signatories, 
and whether the case can be handled 
in accordance with the principles. 
Where one or both companies are not 
signatories, the loss would have to be 
handled in accordance with the situa- 
tion existing prior to the agreement, 
unless some specific agreement is 
made between the companies for the 
handling of that particular loss. 


It is not our purpose here to discuss 
or interpret the various principles. 
Most of the principles are self-ex- 
planatory, and the obscure points 
rapidly are being cleared up as they 
are applied in actual practice. Ad- 
justers must keep in mind that the 
principles do change the application 
of policy provisions, and where a loss 
involves signatory companies, the 
principle takes precedence over the 
condition of the policy. The objec- 
tives of the various principles are to 
avoid confusion to the public and to 
policyholders, and to facilitate the 
payment of losses. It generally is 
agreed that policyholders should not 
be embarrassed or troubled by dis- 
putes which are between insurance 
companies. 











14—June, 1947 


HE adjuster eventually reaches 

a point in the loss handling where 
he has determined the amount of loss, 
he has made arrangements for sal- 
vage, has investigated subrogation 
possibilities, and is ready to conclude 
the matter with the policyholder and 
present his report to the company. 
The handling of the policyholder at 
this point frequently determines 
whether the company retains the in- 
surance business of the insured, or 
whether the insured becomes dis- 
gusted and decides to try his luck 
with another company. The adjuster 
has a public relations job to do for 
his company, and this is particularly 
troublesome with inland marine claims 
where the cause of loss frequently is 
obscure, and the policyholder must be 
interrogated at some length in order 
to determine loss cause probability. 
It is particularly irksome to an honest 
policyholder to have the adjuster take 
an attitude of apparent suspicion. 
Even though there may be reason to 
suspect the policyholder, this idea 
must be kept within the adjuster’s 
mind and not be permitted to show on 
his face or in his attitude, until the 
fact can be proved and denial of li- 
ability is in order. 


One of the most important jobs 
which an adjuster has to do is to 
convince the policyholder that he is 
being treated fairly. The loss is an 
important matter to the insured. It 
may be the first time in his life that 
he has had to make a claim against 
an insurance company, and he is likely 
to have the feeling that insurance 
companies make huge profits by cheat- 
ing their policyholders. The adjuster’s 
primary job is to sell the claimant 
on the honesty of his company and the 
honesty of the adjuster himself. Sym- 
pathy and patience are great virtues 
for an adjuster and nowhere are they 
more valuable than in handling inland 
marine claims, where the coverages 
are frequently of a close personal na- 
ture. 


The adjuster’s final job is the pres- 
entation of complete information to 
the company. The proof of loss which 
is signed by the policyholder is the 
formal presentation of the claim, and 
its practical effect merely is to state 
the amount which has been agreed up- 
on between the policyholder and the 
adjuster. 


The important document to the 
insurance company is the statement 
of loss and its supporting documents. 
These should be prepared so that 
they give the full story to the com- 
pany. All too often a company will 
receive a proof of loss with a meagre 
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statement, along with the adjuster’s 
bill for services. Is it any wonder 
that the company feels it is being 
overcharged if the adjuster gives no 
information regarding the negotia- 
tions which were necessary to settle 
the loss? The adjuster must realize 
that his most important method of 
selling his services to a company is 
to show the type of service which he 
gives in the handling of a claim. The 
most effective method of doing this 
is a complete statement of loss, with 
all of the details. 


It is essential to the proper han- 
dling of an inland marine claim that 
the adjuster visit the scene of the loss, 
and a good agjuster always will do 
that in order to secure complete in- 
formation regarding the cause of loss, 
and full information concerning sal- 
vage and subrogation possibilities. 
However, the company has no way 
of knowing that such a visit was made 
unless the adjuster states that he 
visited the scene, and unless the ad- 
juster provides the company with the 
information secured there. 


Any adjuster who receives fre- 
quent inquiries from his companies re- 
garding details of losses which he 
has handled, should examine his own 
procedure in order to determine what 
is wrong. An occasional inquiry can 
be expected, because no adjuster can 
anticipate all of the questions which 
may need answers in the home office. 
But when an adjuster is queried fre- 
quently there is something wrong 
with his reports. 


The adjuster is the most important 
contact between the insurance com- 
pany and the policyholder. All other 
contacts from the company are in the 
interest of sales, and it is only through 
the adjuster that the policyholder col- 
lects the service which he has pur- 
chased. An insurance company’s 
standing in the community and in the 
nation is dependent upon the ad- 
juster’s services, and the highest pro- 
fessional conduct must be maintained 
in connection with all policyholder 
relationships. 


N concluding this discussion of 

inland marine adjustments it may 
be helpful to summarize some of the 
problems which confront the adjuster 
who is handling more and more of 
these claims. The complaint most 
frequently heard from company loss 
managers is that many adjusters treat 





all inland marine losses as if the 
policy coverage were of the “all risks” 
type. 


About half of all inland marine 
losses are under policies which cover 
for specified perils only, and it is 
essential that the adjuster examine 
the policy before committing the com- 
pany. There is no such thing as a 
standard inland marine policy. If 
the insurance company does not sup- 
ply the adjuster with a copy of the 
policy involved, and the insured’s 
copy is not available, the adjuster 
should confine his efforts to making 
a complete report—until the policy 
is available for examination. 


An important difference from fire 
loss adjustments is that an inland 
marine policy frequently does not 
insure the property, but insures the 
particular interest of an individual 
or a corporation in it. Instalment 
sales policies, for instance, may cover 
only the interest of the seller, in which 
case there would be no loss to the in- 
surer until the interest of the seller 
was impaired. A bailee policy may 
cover only the legal liability of the 
bailee, as in the case of a motor truck 
cargo policy. But a “bailees-custom- 
ers” policy covers both the interests 
of the customer and the bailee. 


Inland marine insurance is increas- 
ing popularity because America has 
become a land of nomads. Even the 
smallest town has its hotel devoted 
to serving the travelling public, and 
the highways are lined with tourist 
homes where the weary motorist 
pauses briefly to catch his breath and 
a bit of sleep. Every traveller car- 
ries part of his belongings with him, 
subject to the many hazards of travel, 
while his remaining property at home 
is exposed to thieves, vandals, fire, 
or water overflowing from a faucet 
left running in a hurried departure. 
The personal property floater is the 
only policy giving adequate insurance 
protection to property both at home 
and on the move. 


Business property is moved hun- 
dreds of miles during its conversion 
from raw material to consumers’ 
goods. Manufacturing is highly spe- 
cialized ; the component parts of an 
automobile or refrigerator are made 
in a dozen different plants and ship- 
ped to a common assembly point. 
Inland marine insurance affords pro- 
tection to the billions of dollars worth 
of property which is in transit every 
day of the year. The alert adjuster 
will look ahead, and will prepare him- 
self to handle the losses in this rapidly 
expanding field of insurance. 
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183, JUNE MEETINGS SCHEDULED. Among the meetings 
of general insurance interest scheduled for June 
are the following: National Association of Insur- 
ance Commissioners, Atlantic City, June 1-4; South- 
Eastern Underwriters Association, Virginia Beach, 
Va., June 4; Eastern Underwriters Association, 
Manchester, Vt., June 15-16; National Association 
of Insurance Women, New York City, June 18-20; 
President's Highway Safety Conference, Washington, 
D. C., June 18-20; National Association of Mutual 
Insurance Companies, claims conference, Chicago, 
June 20-21; National Association of Accident and 
Health Underwriters, Boston, Mass., June 23-25. 


184, NEW YORK FIRE RATES INCREASED. Revised fire 
insurance rates affecting certain classes of prop- 
erties reflecting the considerable rise in re- 
placement and repair costs and increased incidence 
of fires since the last rate revision in 1944, be- 
came effective in New York State on May 5. The 
new rates, filed with the New York Insurance De- 
partment by the New York Fire Insurance Rating 
Organization and representing increases of from 
5 to 30%, have been accepted by Deputy Superintend- 
ent of Insurance Walter F. Martineau. The new 
rates affect 25 out of 78 classes and sub-classes 
in New York City and 29 out of 104 classes and sub- 
classes in the remainder of the state. The pres- 
ent adjustments represent an average increase of 
8.7% on the basis of the 1945 premium income. The 
latter percentage is based on increases of up to 
25% on certain classes which have shown adverse 
loss experience, plus lesser increases on other 
classes, combined with those on which no change was 
made. Normally, fire insurance rates are reviewed 
at five-year intervals, and would not be adjusted 
until complete experience for 1943-1947, inclu- 
sive, is available. However, losses being sus- 
tained on the classifications adjusted had been 
so high as to call for immediate changes. 





185. RICHARDS HEADS GENERAL AGENTS. Philip D. 
Richards, San Francisco, was elected president of 
the American Association of Insurance General 
Agents at the organization's recent annual conven- 
tion in Dallas. Other officers of the Association 
include: Stuart H. Richardson, New York, chairman 
executive committee; William W. Leigh, Little Rock, 
and S. Linton Smith, Raleigh, vice presidents; and 
Herbert Cobb Stebbins, Denver, secretary-treasurer. 


186, VERMONT "FLOOR PLAN" RISKS. Coverage of 
"floor plan" risks under inland marine policies is 
now permitted in Vermont, the State Department of 
Banking and Insurance has ruled. The amendment 
to the nationwide definition of marine underwrit- 
ing powers, effective May 1, permits companies to 
use marine forms to cover property for sale which 
is in the possession of dealers under a floor plan 
or Similar plan whereby the dealer borrows money 
from a bank or lending institution with which to 
pay the manufacturer. 





187. STATE FARM LICENSING. For the eighth con- 
secutive year the State Farm Mutual Automobile In- 
surance Company of Bloomington, Illinois, has ob- 
tained an order restraining Insurance Commissioner 
Morvin E. Duel of Wisconsin from interfering with 
its operations in the state. Judge Herman Sachtjen 
in Dane County Circuit Court has signed an order 
restraining the Commissioner from proceeding 
against the mutual until an application for a tem- 
porary injunction can be heard. Each year since 








1939 Commissioner Duel has refused to renew the 
license of State Farm Mutual on the ground that the 
company's financial setup does not conform to state 


insurance regulations. State Farm has continued 
to operate in the state, however, under court in- 
junctions which it has obtained. 


188, FEDERAL MUTUAL CHANGES. At the annual meet- 
ing of the Federal Mutual Fire Insurance Company 
in Boston, William J. Constable was elected secre- 


tary and a director of the company. Walter T. 
Tower was named executive secretary. 
189, COMPLETE PREFERRED MERGER. Floyd N. Dull, 


president of the Preferred Accident Insurance Com- 
pany of New York, has announced that the merger of 
that company with the Protective Indemnity Company 
was completed on May 7 with the consent of a large 
majority of stockholders of both organizations. 
The resulting organization, which the Reconstruc- 
tion Finance Corporation supplied with $3,000,000 
of new funds, is now operating as the Preferred 
Accident Insurance Company of New York. 


190, NEAL BASSETT DIES. Neal Bassett, 76, former 
president of the Firemen's Insurance Company of 
Newark and its affiliates in the Loyalty group, 
died in New York City recently. After his resigna- 
tion as president of the Firemen's Insurance Com- 
pany in 1934, he was United States Manager of the 
Accident and Casualty Company of Winterthur from 
1936 until his retirement in 1941. 


191. CASUALTY ASSOCIATION CHANGES NAME. The As- 
sociation of Casualty and Surety Executives was 
renamed the Association of Casualty and Surety 
Companies at the organization's annual meeting 
held in New York on May 13. Richard V. Goodwin, 
vice president of the Firemen's Fund Indemnity 
Company, was reelected president of the group and 
William E. McKell, president, New York Casualty 
Company, was renamed to a second term as vice pres- 
ident. The following, companies were elected to 
the Association's executive committee - Sun Inden- 
nity Company, Ocean Accident and Guarantee Cor- 
poration, Hartford Accident and Indemnity Com- 
pany, Standard Accident Insurance Company, United 
States Guarantee Company, and the Great American 
Indemnity Company. 





192, PEARSON HEADS ZONE 4 COMMISSIONERS. John D. 
Pearson, Indiana Insurance Commissioner, ~was 


elected chairman of the National Association of 
Insurance Commissioners, Zone 4, at a meeting held 
in Des Moines on May 9. He succeeds David A. 
Forbes, Commissioner of Insurance of Michigan, 
who was reelected to the executive committee of 
the National Association of Insurance Commission- 
ers. 


193. SURETY GROUPS MERGE. Consolidation of the 
Surety Association of America and the Towner Rat- 
ing Bureau was voted by members of the Surety As- 
sociation at a meeting in New York on May 1l. The 
constitution and by-laws for the new organization 
will be drafted and submitted to member companies 
and stockholders for ratification. The functions 
of the Surety Association and the Towner Rating 
Bureau will be exercised by the new association, 
the name of which has not yet been selected. Neither 
has the effective date of the consolidation been 
determined. 











16—June, 1947 


194, ADAM SCHMITT DIES. Adam Schmitt, president of 
the Hamilton County Mutual Fire Insurance Company, 
Cincinnati, since 1926 and a director of the com- 
pany since 1933, died recently at his home in Cin- 
cinnati. He was 90 years of age. 


195, 1946 CASUALTY PREMIUMS UP 23.82. Premiums 
written during 1946 by some 760 casualty and surety 
companies of all classes - stock, mutual, recipro- 
cal, hospitalization, accident and health, and 
the A. & H. departments of life companies - to- 
taled $2,682,299,980, a 23.8% increase over the 
preceding year, according to the 1947 Argus Cas- 
ualty and Surety Chart, just published by the Na- 
tional Underwriter Company. Premiums of stock 
companies of all kinds were $1,784,945,081, an in- 
crease of 21.4% over the 1945 total. A breakdown 
of the 1945 stock casualty premiums reveals $552,- 
050,042 was A. & H., $549,001,657 was automobile 
business, $318,366,691 was workmen's compensation, 
and $136,056,191 was liability other than automo- 
bile. Mutual casualty insurance companies of all 
kinds wrote $605,399,174 in premiums during 1946, 
an increase of 23.8% over 1945. Of this, $251l,- 
335,638 was auto business, $173,303,702 workmen's 
compensation and $134,211,557 A. & H. Hospital 
associations wrote $194,607,070 in 1946, up 34.5% 
from 1945. Reciprocals and Lloyds wrote $97,348, - 
655 which was 30.4% more than 1945. The country- 
wide net premiums written by stock carriers li- 
censed to transact casualty insurance in New York 
State amounted in 1946 to $1,125,273,500, accord- 
ing to the National Bureau of Casualty & Surety 
Underwriters, which has just completed its compi- 
lation of the casualty insurance expense exhibit. 
This is the first time the volume of business writ- 
ten by this group of carriers has passed the bil- 
lion dollar mark, the increase over 1945 writings 
being 21%. Increases in premium volume were de- 
veloped for all lines except fidelity, the most 
substantial increase being registered in the auto- 
mobile lines. 


196, PRESIDENT'S FIRE INFERENCE. W. E. Reynolds, 
commissioner of the public buildings administra- 
tion, Washington, D. C., has been named chairman 
of the continuing committee of thirty-two members 
selected to carry out recommendations made in the 
report of the President's Conference on Fire Pre- 
vention, which met in Washington, May 6-8. The 
committee is made up of leaders of business, civic, 
and educational organizations. It will function 
through a five-man executive committee, of which 
W. Walter Williams, Seattle, Wash., is chairman, 
and through five technical sub-committees. 


197, BLUE CROSS PAYMENTS. Blue Cross plans during 
1946 paid a total of $141,354,949 or 82% of its 
income to hospitals for care of members, according 
to Richard M. Jones, director of the Blue Cross 
Commission of the American Hospital Association. 
Total income for all Blue Cross plans last year was 
$171,673,168. In addition to the payments to 
hospitals, $7,999,444 or 5% was allocated to re- 
serves for future hospitalization bringing total re- 
serves of all plans to $58,615,553. Combined op- 
erating expenses of all plans were $22,326,775 or 
13% of income. Payments for members' care were 
$36,595,906 greater for 1946 than in the preceding 
year and covered service to more than 2,500,000 
Blue Cross patients. 


198, WILLIAM LESLIE REELECTED. William Leslie and 
Albert E. Spottke were reelected general manager 
and secretary, respectively, of the National Bu- 
reau of Casualty and Surety Underwriters, at the 
organization's annual meeting held in New York on 
May 15. 


199, NEW CROP BILL LIMITS COVERAGE. In an effort 
to devise a program both financially sound and at- 
tractive to farmers the House Agriculture Commit- 
tee has recommended that Federal crop insurance 
be cut down to an experimental basis in 1948. 
Legislation which it approved and sent to the 
House would not effect insurance the government 
has already written on 1947 crops. The bill, which 
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was introduced by Representative Hill of Colorado, 
limits 1948 insurance to not more than seven crops 
(including wheat, cotton, flax and corn) and to not 
more than three additional crops in succeeding 
years. Other provisions include: insurance pro- 
vided for any agricultural commodity, except 
wheat, cotton, flax, corn and tobacco shall be 
limited to producers in not to exceed 20 counties; 
insurance for wheat, corn and cotton shall be lin- 
ited to producers in not to exceed 50 counties, and 
for flax and tobacco to producers in not to exceed 
25 counties, for each such commodity. The bill 
would allow private insurance companies to under- 
write part of the program with government rein- 
— to guard the companies against excessive 
oss. 


200. JAMES Y. MILNE DIES. James Y. Milne, presi- 
dent of the Constitution Reinsurance Corporation of 
New York, died of a heart attack at his home in 
Glen Ridge, New Jersey, on May 17. He was 64 years 
old. 


201. APRIL FIRE LOSSES. Preliminary estimates of 
the National Board of Fire Underwriters place 
April, 1947, fire losses at $68,029,000, an in- 
crease of 30.4% over April, 1946. The April esti- 
mate is 6.1% below the total reported for March, 
1947, when losses for a single month reached a new 
all-time high, but the April figure includes only 
a small portion of the loss suffered in the Texas 
City catastrophe. Fire losses in the United States 
for the first four months of this year are up $54,- 
919,000 over the corresponding period last year. 
Estimated fire losses by month: 





1946 1947 
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202, HANLEY NAMED MARYLAND COMMISSIONER. Claude A. 
Hanley, 47 year old attorney, has been named by 
Governor William Preston Lane, Jr., to succeed 
Lawrence E. Ensor as Maryland Insurance Commission- 
er. Mr. Hanley, a veteran of World War I, served as 
a member of the State Legislature in 1935 and 1937. 


203. COURT REFUSES PA. INJUNCTION. The Dauphin 
County Court has refused to issue a preliminary 
injunction restraining Pennsylvania Insurance Com- 
missioner, James M. Malone, Jr., from enforcing his 
order that Local 237, Hotel and Restaurant Employ- 
ees Alliance (A.F. of L.), Pittsburgh, get out of 
the insurance field. Commissioner Malone several 
months ago declared union group insurance illegal 
when operated on a system whereby employers pay 
a, flat fee to the union for premium expenses, and 
banned the writing of all such contracts in the 
state. The union started equity proceedings to 
prevent the Commissioner from taking further ac- 
tion, and to void all past action, contending that 
the state was interfering with its collective bar- 
gaining rights. Although the union failed to get 
a preliminary injunction against Commissioner Ma- 
lone, its equity suit, however, still remains on 
the court docket, and a hearing may be requested 
by the union. 


204, MAINE ADOPTS NEW FIRE POLICY. A completely 
revised statutory fire insurance policy which will 
replace the present Maine standard form, was en- 
acted by the Maine Legislature which adjourned on 
May 13. Under the new law, which combines features 
of the 1943 New York standard fire policy and the 
old Maine policy, companies will be permitted to 
use up their present supply of Maine standard pol- 
icies by attaching an endorsement in a form ap- 
proved by the Insurance Commissioner. 


205. FORMER PA. COMMISSIONER DIES. Thomas Blaine 
Donaldson, former Insurance Commissioner of Penn- 
sylvania, died at his home in Glen Ridge, New 
Jersey, on May 15. He was seventy years old. A 


native of Philadelphia, he was appointed special 
deputy insurance commissioner of Pennsylvania in 
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1911 and in 1919 was appointed insurance commis- 
sioner of the state. During part of the four-year 
term he served as Pennsylvania insurance commis- 
sioner he was president of the National Associa- 
tion of Insurance Commissioners. 


206. COURT UPHOLDS AUTO DEALERS DECISION. T h e 
Court of Appeals at Columbus, Ohio on May 22 up- 
held a ruling of Judge Charles A. Leach, of the 
Common Pleas Court, wherein he held that any rule 
issued by the insurance department barring any 
class or group of citizens from obtaining an in- 
surance license is invalid. Judge Leach earlier 
this year held that the Ohio Superintendent of 
Insurance exceeded his authority in denying deal- 
ers of General Motors licenses as insurance agents 
for the Motor Insurance Corporation of New York. 


207. WAGNER HEADS STATISTICAL GROUP. I. H. Wag- 
ner, secretary, Business Man's Assurance Company, 
has been elected president of the Insurance Ac- 
counting and Statistical Association. Other offi- 
cers chosen at the annual meeting of the group in- 
clude: vice president, J. S. Pieringer, Jr., Com- 
mercial Standard; secretary-treasurer, L. J. Hale, 
Kansas City Life; assistant secretary-treasurer, 
G. L. Reichert, Farmers Mutual Liability; director 
of life section, G. L. Bannister, Pacific Mutual 
Life Insurance Company; director of casualty sec- 
tion, John Stuart, Employers Casualty Company; di- 
rector of fire section, Roy W. Baker, Pennsylvania 
Lumbermens Mutual Fire Insurance Company; director 
of publications, W. L. Wheeler, Central Manufac- 
turers Mutual Ins. Co.; director of research, Fred 
W. Campbell, John Hancock Mutual Life Ins. Co.; 
and director of public relations, George H. Ham- 
ilton, Phoenix Mutual Life Ins. Co. 


208. UNIQUE AUTO POLICY. A new automobile insur- 
ance policy, illustrated with thumbnail sketches, 
designed to show the policyholder at a glance what 
coverage he is getting, has been introduced by the 
Allstate Insurance Company. The actual policy pro- 
visions have not been changed, just the presenta- 
tion is altered. The new contract is believed to 
be the first illustrated policy in the history of 
the insurance field. Each coverage clause and each 
important condition of the policy is illustrated 
by a black and white thumbnail sketch highlighted 
in green ink. Below each drawing is a brief, non- 
technical caption, which reduces the necessary 
complexities of insurance language in concise, 
everyday terms. 





209, CASUALTY ACTUARIAL SOCIETY MEETING. Sixty 
members attended the spring meeting of the Casualty 
Actuarial Society, the first since May 1942, held 
at Carmel, N. Y., May 23. The meeting was devoted 
to a discussion of: overall retrospective rating; 
uniform accounting, including size of risk experi- 
ence, new form of annual statement, simplification 
of accounting and statistical procedures, and re- 
lated subjects; the outlook for automobile insur- 
ance; and the improvement of exposure bases. 


210. WAR DAMAGE SUIT DISMISSED. Judge Robert C. 
Baltzell in Federal Court at Indianapolis has dis- 
missed on jurisdictional grounds the suit of the 
Matlaw Corporation, Hammond, Indiana, to force the 
War Damage Corporation to distribute $225,000,000 
in paid-in premiums. Attorneys for the firm have 
filed an appeal with the Chicago Circuit Court of 
Appeals. A company claim of "class representa- 
tion" of 5,000,000 policyholders which would sat- 
isfy the $3,000 minimum required to admit this case 
to Federal Court was declared invalid by Judge 
Baltzell. Premiums paid in by the firm were $208. 





211. CENTRAL PROMOTIONS. R. A. Brock, New York 
Manager, and H. A. Kern, agency secretary, were 
promoted to vice presidents of the Central Manu- 
facturers Mutual Insurance Company at the annual 
meeting of the Board of Directors held May 14, fol- 
lowing the 72nd annual policyholders meeting. 


212, EXCESS BROKERS' LICENSING. 
T. McKeen Chidsey of Pennsylvania in a legal opin- 
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ion to Insurance Commissioner James F. Malone, Jr., 
has held that excess brokers’ licenses may be 
granted by the Pennsylvania Insurance Department 
to resident applicants other than general brokers 
who may desire to place fire and marine insurance 
exclusively on interstate and foreign commerce 
risks with insurance carriers not authorized to do 
business in the state. 


213. 1946 FARM ACCIDENT TOLL. Farm resident deaths 
from accidents increased 9% in 1946, as compared 
with 1945, according to statistics just released by 
the National Safety Council. The 1946 toll was 
18,500 as compared with 17,000 for 1945. Prac- 
tically all of the increase was the result of an 
upsurge in the number of farm residents killed in 
motor vehicle accidents. The motor vehicle total 
for 1946 was 7,000, as compared with 5,500 for 
1945. Highlights of the annual farm accident re- 
port were: deaths from farm home accidents remained 
unchanged at 6,500, with approximately 1,000,000 
non-fatal injuries; motor vehicle fatalities rose 
from 5,500 in 1945 to 7,000, an increase of 27% as 
compared with 18% for the remainder of the nation; 
farm work deaths from accidents was held to the 
1945 figure of 4,500 deaths, but since 1,000 of 
these were motor vehicle deaths on the job, there 
were actually 100 fewer work deaths on the farm 
itself than in 1945; farm work deaths were 27% of 
the nation's occupational death total; agricul- 
ture, with more workers than any other industry, 
had a death rate per 100,000 workers of 54, as 
compared to the all-industry rate of 31; public 
non-motor vehicle deaths, such as drownings, took 
1,500 lives, an increase of 7% over the preceding 
year; fire destroyed farm property valued at $90,- 
— in 1946, one-sixth of the national fire 
oss. 


214, SALARIED AGENTS WIN VERDICT. The right of an 
insurance agent in Indiana to be compensated on a 
salary basis was affirmed by the Supreme Court of 
Indiana on May 13, 1947. Judge Omar O'Harrow of 
the Circuit Court of Morgan County on July 3, 1946, 
in the case of Schoonover v. Indiana Insurance De- 
partment, held that so much of Section 209(a) of 
the Indiana Insurance Code as prevented the grant- 
ing of an agent's license to a person receiving a 
salary from an insurance company was unconstitu- 
tional, null and void. 





215, APRIL TRAFFIC DEATHS. Traffic deaths in the 
United States during April, 1947, were 2,330, a de 
crease of 8% from April, 1946, according to the 
National Safety Council. A total of 9,250 traffic 
fatalities was reported for the first four months 
of 1947, a 14% decrease from the corresponding pe- 
riod last year. Traffic fatalities by months: 











1946 1947 Increase 
CR eT are 2,890 2,570 -18% 
PEE Skiwiscscenenadn 2,550 2,140 —16% 
BIER. oe 6 Sie Sw lekabewee 2,800 . 2,410 -14% 
MEI, eni-asc' os erei sia Ale eo eivie ole 2,530 2.3530 — 8% 
DES, cicreccyeisieesie eure 10,770 9,250 -14% 


216, FRENCH HEADS INSURANCE BROKERS. William Shep- 
ard French, San Francisco, has been elected presi- 
dent of the National Association of Insurance 
Brokers. He succeeds Allen T. Archer of Los 
Angeles. 


217. ARSON ON DECLINE. The Committee on Incendi- 
arism and Arson of the National Board of Fire Un- 
derwriters reports that, despite a 22% increase in 
arson investigations, it has found a sharp decline 
in the number of fires started for profit during 
the past year. 


218, SHELBY MUTUAL CHANGES. L. A. Dennis has re- 
tired as president and general manager of Shelby 
Mutual Casualty Company after 35 years of service 
to become executive chairman of the board of di- 
rectors, a new office. John J. Crum, secretary of 
the company for the past 15 years, was elected 
president. 
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219. HAINES NEW NATIONAL BOARD HEAD. J. M. Haines, 
president of the Phoenix-London group, was elected 
president of the National Board of Fire Underwrit- 
ers at the organization's recent annual meeting. 
He succeeds Frank A. Christensen, president of the 
America Fore Group. 





220. RATE REVISION. A general revision of rates for 
miscellaneous bodily injury and property damage 
liability insurance and extensive changes in under- 
writing rules and classifications, effective June 
2 in all states except Texas, has been announced by 
the National Bureau of Casualty and Surety Under- 
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writers. The average effect of the current revi- 
sion countrywide is a reduction of about 5% in 
the bodily injury liability rates and of approxi- 
mately 7% in the property damage liability rates 
for basic limits. For manufacturers’ and con- 
tractors' bodily injury liability the new basic 
limit rates represent an average decrease of 18%; 
for owners', landlords' and tenants' bodily injury 
liability, a reduction of 1%; for product bodily 
injury liability, a cut of 25%; for owners' or 
contractors' protective bodily injury liability, a 
lowering of 18%; and for elevator bodily injury 
liability, an average increase of 18%. 
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AGENTS—Richmond municipal property 
69; agents’ meetings to Chicago 76; 
Pennsylvania licensing 85; licensing of 
auto dealers 68, 86; 136; new Pa. quali- 
fications 121; membership increase 155; 
Richards heads General Agents 185. 


COMMISSIONERS—Association 14, 105, 
157, 163; Alabama 81; California 33; 
Connecticut 90; Indiana 192; Louisiana 
107; Maine 117; Maryland 202; Massa- 
chusetts 153; Michigan 98; Minnesota 
54; Missouri 58,101,112; Nebraska 113; 
New York 45,150,176; Ohio 17; Penn- 
sylvannia 35; Rhode Island 62; Texas 
74; West Virginia 67. 


COMPANIES—Pennsylvania Casualty 3; 
Columbiana County Mutual 15; Sea- 
board Surety 24; Preferred Risk Mutual 
25; Hawkeye Casualty 30; Factory Mu- 
tual merger 31; Motorists Mutual 38; 
Hingham Mutual 50; Maryland Casu- 
alty 49; Dairymen’s Mutual merger 56; 
Butchers’ Mutual changes name 64; Pre- 
ferred Accident 66,137,181,198; North- 
western Mutual 72; Aetna 78; Mayflower 
Mutual absorbed 84; Mid-Western In- 
demnity 87; Mutual Fire & Tornado 
Association 92; Firemen’s Fund 94; 
Kentucky and Louisville Mutual Insur- 
ance Company 96; Lumbermens Mutual 
Casualty 99; Nebraska Hardware 110; 
Badger State Casualty 115; Manufac- 
turers Mutual 120; Hudson-Mohawk ab- 
sorbed 123; Lumbermens of Mansfield 
130; Mutual Boiler 148; Cathay Insur- 
ance Co. 162; Hardware of Minnesota 
172; Federal Mutual 188; Central Manu- 
facturers 211; Shelby Mutual 218. 


COURTS—Auto dealers licensing 2,206; 
N. J. decision 8; Pennsylvania restrains 
licensing of auto dealers 16; WDC pre- 
mium suit 26, 151,210; assigned risk em- 
ployer liable 28; Missouri rate case 42, 
118, 161; volunteer firemen compensable 
80; Tennessee auto dealers 86; Kentucky 
rate injunction 93; authorizes assessment 
suits 108; St. Louis income tax 106; 
shop steward under W. C. Act 116; 
workmen’s compensation decision 127; 
Erie school case 143; State Farm licens- 
ing 187; salaried agents suit 214. 


DEATHS—Leahy 4; Emery 12; Gunder- 
son 20; Brosmith 57; Dunn 65; Brown 
77; Collins 125; Barry 135; Shallcross 
174; Bassett 190; Schmitt 194; Milne 
200; Donaldson 205. 


INDIVIDUALS — Shield 17; Watt 24; 
Downey 33; Malone 35; Wallace 37; 


Dressel 38; Dineen 45; Harper 49; Her- 
sey 50; Mingenbach 51; Johnson 54; 
King 60; Bisson 62; Hill 70; Christian 
72; Gibbs 74; Taylor 78; Gwaltney 81; 
Allyn 90; Forbes 98; Allen 99; Martin 
107; Lehmkuhl 110; Coburn, 111; Stone 
113; Grimm 114; Perkins 117; Brown 
122; Alexander 128; Nail 130; Dull 137; 
Gustafson 141; Pease 148; Davis 150; 
Harrington 153; Morrill 176; Welborn 
182; Richard 185; Constable 188; Tower 
188; Leslie 198; Hanley 202; Wagner 
207; Brock 211; Kern 211; French 216; 
Dennis 218; Crum 218; Haines 219. 


LEGISLATION—Keys in parked cars 19; 


would abolish WDC 23; Maine rate leg- 
islation 40; township mutual bill 41; 
extension granted 44; Missouri im- 
pounded funds 47; Risk Research rating 
bill 59; propose West Virginia Insur- 
ance Commission 67; Tennessee bills bar 
dealer licensing 68; would authorize re- 
placement cover 75; Wyoming Dept. 
transfer vetoed 102; crop insurance 
study 152,199; California assigned risk 
plan 180; Maine fire policy 204. 


MEETINGS — fire prevention conference 


11,196; meetings scheduled by months— 
March 53, April 100, May 144, June 
183; Highway Safety Conference 103; 
Michigan Mutuals 109; Fire Under- 
writers Assn. of Pacific 111; Mutual 
Transportation Underwriters 129; Ne- 
braska Mutuals 141; National Assn. of 
Mutual Ins. Cos. 139; Iowa mutual 
agents 168; Ohio mutual agents 173; 
Fire Waste Council 175. 


MISCELLANEOUS—Knoxville self-insur- 


ance 9; Insurance Cyclopedia published 
10; Manitoba Fund fee 13; Saskatche- 
wan Insurance Office 27; urges changes 
in crop insurance 29; seek change in 
foreign regulations 34; hotel fire safety 
law 39; Richmond municipal property 
69; expand Saskatchewan fund 73; Mis- 
souri assigned risk plan 112; Fire Waste 
Contest winners 147; traffic contest win- 
ners 159; course for traffic court judges 
165; revive ex-commissioner club 166; 
California assigned risk plan 180; unique 
auto policy 208; arson on decline 217. 


ORGANIZATIONS — Prepaid medical 


plans 36,197; Surety Association of 
America 37,193; National Fire Protec- 
tion Association 39,134; Federation of 
Mutual Fire Insurance Companies 51; 
All-Industry Committee 14; Risk Re- 


search Institute 59; Association of New 
York State Mutual Casualty Companies 




















60; Allied Lines Association 61; Ameri- 
can Bar Association 79; National Assn. 
of Insurance Agents 122; Western Un- 
derwriters Assn. 154; Underwriters Lab- 
oratories 182; Association of Casualty 
and Surety Companies 191; National 
Assn. of Casualty & Surety Underwriters 
198; Insurance Accounting and Statisti- 
cal Assn. 207; Casualty Actuarial Soci- 
ety 209; National Assn. of Insurance 
Brokers 216; National Board of Fire 
Underwriters 217,219. 


RATES—Wisconsin compensation rate re- 


duction 5; boiler-machinery manual 7; 
Allied Lines Association 61; Massachu- 
setts fire rates 71; Minnesota U & O 
policies 83; Kentucky rate injunction 
93; auto liability rates 95, 131; glass 
rates 119, 179; auto physical damage 
169; New York fire rates 184; miscellan- 
eous liability rates 220. 


RULINGS — Wyoming minimum _insur- 


ance rate requirements upped 18; pub- 
lic officers as agents 21; Wisconsin pen- 
alty measure constitutional 22; Wiscon- 
sin bans depreciation cover 32; Michi- 
gan rebating 55; license revocation 58; 
Michigan dwelling policies 63; Pennsyl- 
vania agents’ licensing 85; Connecticut 
amends nationwide definition 88; Penn- 
sylvania cold storage lockers 91; Missis- 
sippi bans depreciation cover 104; Un- 
ion-Group plan 115, 170,203; Pa. agency 
qualification 121; reporting of fire 
claims 124; Tennessee license expira- 
tions 133; licensing of auto dealers 136; 
Michigan insurance rulings review 146; 
Nebraska loss payments 149; Florida 
rules on binders 160; N. Y. financed 
cars 164; Vermont “floor plan” 186; 
excess brokers’ licensing 212. 


STATISTICS—1946 accidental deaths 1; 


1946 fire loss 43; A & H premiums 46; 
Canadian premiums 48, 132; 1946 traf- 
fic deaths 52; U. S. fire losses by months 
—January 82, February 126, March 
158, April 201; Canadian fire losses by 
months—January 89, February 138; 
1946 fire premiums 145; turkey brooder 
losses 178; 1946 casualty premiums 195; 
1946 farm accident toll 213; traffic 
fatalities by months—January 97, Feb- 
ruary 140, March 177, April 215. 


TAX—Savannah premium tax 6; St. Louis 


income tax 106; Florida tax not retro- 
active 142. 


WORKMEN’S COMPENSATION — Hill 


heads Michigan commission 70. 
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FIRE ON THE FRONT 


IRE as a spectacular occurrence 

never has been a stranger to the 
headlines in American newspapers, 
nor something for the cameraman 
and the news commentator to ignore, 
Through the years it has been the 
one dependable type of disaster which 
could be counted upon to recur with 
reasonable frequency. Its public ap- 
peal has been so great that it long 
has stolen the spotlight from its less 
spectacular relative—fire prevention 
—and has relegated fire prevention to 
the position of a topic with which 
people concern themselves one week 
out of the year. 


Whether fire has been overplaying 
its hand of late, or whether some 
other factors are responsible, recent 
months have seen a change in em- 
phasis. Fire preventionists—who had 
grown hardened to talking to them- 
selves in the past—now find their 
words and their ideas in demand. 
With one of the major fire disasters 
of history only a few weeks in the 
past, and with a 1946 fire loss of 
more than a half-billion dollars high- 
lighted by three spectacular loss-of- 
life hotel fires, there are signs that 
the nation is becoming willing’ to take 
fire prevention rather more seriously 
than has been its custom. 


The month of May provided two 
events which served to focus public 
attention forcefully upon fire pre- 
vention. The first was the Presi- 
dent’s Conference on Fire Prevention, 
held in Washington May 6-8. The 
second was the 51st annual meeting 
of the National Fire Protection As- 
sociation, held in Chicago May 26-29. 
At both meetings the veteran fire 
preventionists did less head-shaking 
and more hopeful planning than has 
been the case for many years. 


The outgrowth of the President’s 
Conference was the selection of a so- 
called Continuing Committee of thir- 
ty-two members, which will attempt 
to translate into action the recom- 
mendations which were made by the 
President’s Conference. The  out- 
growth of the National Fire Protec- 
tion Association’s meeting was a 
great increase in public appreciation 
of the value of the fundamental work 
it has been doing in fire prevention 
research for a half-century. 


President Truman opened _ the 
Washington conference by calling at- 
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President Harry S. Truman, arriving to address the President’s Conference on Fire Prevention held 
in Washington May 6-8, is greeted by the Conference’s general chairman, Major General 
Philip B. Fleming. 


tention to the increasing losses of 
lives and property due to fire, and 
to the fact that even so wealthy a na- 
tion as our own cannot stand such 
losses. He urged the conference to 
determine the causes of this continu- 
ing disaster, and to map out a pro- 
gram of preventive action. 


“Safety from fire should not be 
a topic for discussion during only 
one or two weeks of the year,” Presi- 
dent Truman asserted. “It is defin- 
itely a year-round public responsi- 
bility. I believe that the highest state 
and municipal officials must assume 
greater responsibility for leadership 
in this field. We in the Federal gov- 
ernment can give aid within the 
framework of existing agencies. But 


the impetus must come from the 
states and from every community 
and every individual in the land.” 


The general recommendations 
evolved after three days of Con- 
ference sessions were four. The first 
was to set up a continuing committee 
and secretariat, stressing that it 
should operate primarily through the 
facilities of non-governmental na- 
tional organizations represented on 
the Conference’s committee on public 
support, and that there was no sug- 
gestion of establishing a new agency 
to deal with fire prevention on a na- 
tional scale, either as an official or 
voluntary group. The second was 
that each state governor appoint a 
statewide fire safety committee to 
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set up an appropriate state fire pre- 
vention program, and that as soon 
as possible each call a state fire safety 
conference. The third was that where 
effective fire prevention committees 
do not already exist they set up such 
local committees composed of both 
public officials and representatives of 
non-governmental organizations to 
carry on continuous campaigns of fire 
safety throughout the year. The 
fourth was that the organizations 
represented in the Conference en- 
dorse and support the recommenda- 
tions of the Conference to the full- 
est extent possible under their char- 
ters or constitutions. 


HE action program recommended 

by the Conference was based up- 
on the specific recommendations of 
six committees—building construc- 
tion, operation and protection; fire- 
fighting services; fire prevention ed- 
ucation; laws and law enforcement ; 
organized public support; and re- 
search—which operated under a co- 
ordinating committee. These speci- 
fic recommendations included: 


Building construction, operation, 
and fire protection. Construction ma- 
terials, including interior finish, 
should be properly selected for re- 
sistance to fire. Adequate vertical 
and horizontal fire cut-offs should 
be provided. Where life hazard is 
severe two independent exits from 
buildings should be provided. Au- 
thority to enforce building and 
fire prevention ordinances should be 
defined clearly, and there should be 
close cooperation between adequate 
fire and building inspection staffs. 
Kquipment for fire detection and in- 
terior fire protection should be in- 
stalled in buildings. Interests pro- 
moting recommended building codes 
should meet in continuous conference 
to reach agreements that may be re- 
ported to the continuing committee. 
State and local fire safety committees 
should help to secure favorable long- 
term loans to be used for building 
repairs essential to life safety. 


Laws and jaw enforcement. Each 
state and municipality should begin 
studying whether its present fire pre- 
vention regulations are so antiquated 
as to endanger life. -Regulations 
should be kept up to date by following 
recommendations of a continuing ad- 
visory board of experts. Cities should 
be given legal authority to adopt prop- 
erly prepared and approved “model” 
codes by reference or some other 
simplified method. Further study 
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should be given to adoption of state- 
wide fire prevention laws and build- 
ing codes, and where they are desir- 
able division of enforcement responsi- 
bility should be avoided. Existing 
laws should be enforced adequately. 
Creation by the Council of State 
Governments, the National Associa- 
tion of Attorneys General, the United 
States Conference of Mayors, and the 
National Institute of Municipal Law 
Officers of standing committees with 
a militant program on building codes 
and fire prevention ordinances is 
highly desirable. 


Fire prevention education. Each 
state department of education should 
take the lead in its jurisdiction in de- 
veloping fire-safe school properties 
and designate responsibility for com- 
pletion of development. The school 
administrator must insure safe escape 
of school occupants in case of fire. 
Local and country elementary school 
systems should include fire preven- 
tion as part of the curriculum, and 
study and revision by local commit- 
tees should keep this curriculum up to 
date. Leadership in fire prevention 
programs should come from super- 
intendents of schools. Fire preven- 
tion material in teachers’ college cur- 
ricula should prepare teachers to teach 
fire prevention. Teachers should be 
encouraged to participate in com- 
munity fire prevention activities, and 
school fire prevention activities should 
be closely related to community prob- 
lems. In colleges fire safety should 
be integrated with such courses as 
chemistry and physics, and greater 
attention should be given it in schools 
of business administration, and in in- 
surance, economics, and transporta- 
tion courses. Existing courses for 
engineering and architectural students 
should include fundamentals of fire 
protection where applicable. The use 
of visual educational material should 
be expanded. 


Fire-fighting services. A substantial 
part of fire department budgets 
should be devoted to fire prevention 
activities, including public education. 
Insurance rating agencies should re- 
view their gradings of cities to see 
if it is possible to provide additional 
incentives for fire prevention work 
by fire departments. Obstacles should 
be removed to make the fire depart- 
ment a desirable career service. Ways 
should be explored for meeting in- 
creased cost of fire departments and 
economies sought only after careful 
study. Fire departments should adopt 
orderly programs for replacement of 
apparatus. Fire departments should 
study operations they are likely to 
have to perform in large properties 





and disaster plans should be devel- 
oped. Traditional design of public 
water systems for fire protection 
should be reviewed in the light of 
war experience. Adequate alarm sys- 
tems should be provided and radio 
used where appropriate to supple- 
ment wire systems. All fires should 
be thoroughly investigated to establish 
the idea of personal responsibility for 
fire prevention. All fire department 
members should get fire prevention 
training, and some should be chosen 
for permanent fire prevention assign- 
ments. All states should establish fire 
marshal offices or vest such powers 
in some official. Continuing, system- 
atic, up to date fireman training pro- 
grams are essential, and every fire 
department not having one should 
establish it. The armed services, 
merchant marine, forest services, in- 
dustrial, mercantile, institutional and 
governmental establishments which 
maintain fire departments should be 
encouraged to extend existing pro- 
grams. The possibility should be ex- 
plored of having state training centers 
where actual fires and equipment may 
be used. All states should enact 
legislation enabling rural governmen- 
tal bodies to provide public fire-fight- 
ing service. 


Research. Educational programs 
on conduct in case of fire, to lessen 
panic fatalities, should be started. 
Scientific screening and _ selection 
methods should be used in selecting 
and training firemen. All individuals 
suspected of originating fires should 
be subjected to a thorough mental 
examination by competent authori- 
ties and when it is determined such 
an individual is abnormal he should 
be hospitalized to protect the public. 
The practices determining release of 
such individuals from hospitals, re- 
formatories, state schools and prisons 
throughout the United States should 
be reviewed and standardized. A Na- 
tional Marine Fire Conference con- 
cerning marine and shoreside fires 
was suggested. Industry should con- 
tinue to cooperate in exchanging re- 
search and experience findings en- 
countered in use of new chemicals, 
processes and operations. Present 
work in aircraft life and fire safety 
should be encouraged. Community 
facilities for adequate airport fire pro- 
tection should be analyzed. Flying 
over areas of special hazard to life 
or property should be considered by 
regulatory authorities. Studies should 
be made on crash protection and life 
saving operations for all airports. Pi- 
lots and all other flight personnel 
should be trained in practical emer- 
gency procedures. 
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Seldom indeed is any device based upon entirely new principles evolved in the field of fire protection, but the “Exhaust-Water Spray Protective 
System” just perfected by Otis Elevator Company, Westinghouse Electric Corporation, and the Grinnell Company, Inc., qualifies for that dis- 
tinction. In picture on the left no smoke or gases from fire on floor below rise through stair opening, because of water curtain around stair 
opening which cools them and exhaust fans on lower floor which draw gases to roof through ducts surrounding stair opening. 
right the device has been turned off, and gases invade stairway. 
National Fire Protection Association May 26-29 


Members of the continuing com- 
mittee set up under these recommen- 
dations are: John J. Ahern, Illinois 
Institute of Technology, Chicaga; 
Paul Betters, United States Con- 
ference of Mayors, Washington; A. 
Bruce Bielaski, National Board of 
Fire Underwriters, New York; Hor- 
atio Bond, National Fire Protection 
Association, Boston; Ernest B. 
3rown, Associated Reciprocal Ex- 
changes, New York; Percy Bugbee, 
National Fire Protection Association, 
Soston; Hal Colling, Pacific Coast 


Building Officials Conference, Los 
Angeles; John H. Craig, Fire Mar- 
shals’ Section National Fire Pro- 
tection Association, Springfield, Illi- 
nois; Arthur C. Daniels, Institute of 
Life Insurance, New York; Hubert 
R. Gallagher, Council of State Gov- 
ernments, Washington; Willard E. 
Givens, National Education Associa- 
tion, Washington; William B. Gree- 
ley, American Forest Products In- 
dustry, Seattle; A. V. Gruhn, Ameri- 
can Mutual Alliance, Chicago; Julien 
Harvey, National Conservation Bu- 
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The new equipment was discussed exhaustively at the Chicago meeting of the 


reau, New York; Earl D. Mallery, 
American Municipal Association, Chi- 
cago; James H. Mooney, Building 
Officials Conference of America, 
3oston; Dr. James T. Nicholson, 
American Red Cross, Washington ; 
George J. Richardson, International 
Association of Fire Fighters, Wash- 
ington; Charles S. Rhyne, National 
Institute of Municipal Law Officers, 
Washington; West Shell, National 
Association of Insurance Agents, 
Cincinnati; Fred Sheppard, Interna- 
tional Association of Fire Chiefs, 
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New York; Earl O. Shreve, Chamber 
of Commerce of the United States of 
America, Washington; Alvah Small, 
Underwriters Laboratories, Chicago; 
Walter A. Taylor, American Insti- 
tute of Architects, Washington; 
George N. Thompson, National Bu- 
reau of Standards, Washington ; Seth 
B. Thompson, National Association 
of Insurance Commissioners, Salem, 
Oregon; George G. Traver, National 
Board of Fire Underwriters, New 
York; Frank M. Whiston, National 
Association of Building Owners and 
Managers, Chicago; Sidney Williams, 
National Safety Council, Chicago ; W. 
Walter Williams, Continental, Inc., 
Seattle, and R. E. Wilson, Factory 
Mutual Fire Insurance Companies, 
Philadelphia. 


W. E. Reynolds, commissioner of 
the Public Buildings Administration, 
Washington, was named chairman of 
the continuing committee. At a meet- 
ing held in Washington May 23 the 
committee was appointed officially by 
Federal Works Administrator Philip 
B. Fleming, who had served as gen- 
eral chairman of the Conference, and 
it was announced that an executive 
committee of five members under the 
chairmanship of W. Walter Williams, 
Seattle, would be responsible for as- 
sisting in the organization of fire 
safety committees and conferences in 
the states and local communities. 
Other sub-committees were appointed 
to supervise fire prevention educa- 
tion, laws and law’ enforcement, 
building construction, fire-fighting 
services, and research. 


UTSTANDING among the re- 

ports submitted to the National 
Fire Protection Association’s mem- 
bership at its Chicago meeting was 
the careful analysis of the large-loss 
(more than $250,000 damage) fires 
of 1946 presented by George H. Try- 
on of the Association’s engineering 
staff. There were 187 such fires in 
1946, which caused about 20% of the 
nation’s estimated fire loss of more 
than a half-billion dollars. 


He contended that they are im- 
portant because they are symbolic 
of a trend, mounting each year, from 
which may be derived keys to posi- 
tive fire prevention programs. The 
speaker stressed that the largest of 
these fires started much like other 
and smaller blazes, and were caused 
by common or special hazards just 
like the hundreds of thousands of 
other fires occurring each year. Their 
spread was helped by the same human 
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fears and hysteria found in small 
fires. 


In analyzing the large-loss fires 
the engineer broke his analysis down 
to six topics—construction, interior 
protection, protection facilities, ex- 
posure, contents, and fire department 
performance. 


Only six of the 187 large-loss fires 
of 1946 occurred in fire-resistive 
structures, two of these hotels. Some 
90% involved structures of inferior 
construction—sixty-nine were brick 
or stone with ordinary wood joists 
for floors or roof framing, fifty-five 
were all frame, and eleven were iron- 
clad frame. 


In explaining what nurtures such 
conditions he pointed out that there 
is a very distinct relationship between 
the fire record and building codes, and 
between the fire record and the en- 
forcement of building codes. The four 
occupational groups involved in build- 
ing code matters are architects, build- 
ing inspectors, fire department in- 
spectors, and insurance engineers, 
and there in need for greater cooper- 
ation and education among them in 
fire prevention. Fire resistance prin- 
ciples of structures should receive 
primary attention in architectural and 
engineering colleges, but they do not. 
There is need for engineering con- 
sultants specializing in fire safety. 


The governmental authority that 
develops and administers the building 
code must be brought into the fire 
protection engineering orbit, he held, 
and building codes should be state- 
wide in authority. The fire record 
demonstrates that codes are not avail- 
able in many small towns, beyond 
city limits, and for certain types of 
occupancies. Where adequate codes 
exist, essential provisions often are 
not being enforced, either from lack 
of supervisory personnel or legal 
evasion. Code provisions whose re- 
troactive enforcement is obligatory 
should be clearly defined, otherwise 
good building codes do not affect old 
structures. There should be closer 
cooperation between building inspec- 
tors and fire department inspectors. 
He endorsed the gains in fire pre- 
vention made as a result of fire in- 
surance schedule rating, as opposed 
to classification rating. 


In treating interior protection as a 
factor in large-loss fires the speaker 
indicated that ninety of the 187 fires 
were in multi-story buildings, and 
lack of protection for vertical open- 
ings was an important element in 
seventy-seven of them. Lack of fire 
stops in concealed wall spaces affected 
vertical spread of fire in twenty of 





these cases. Unprotected vents and 
ducts influenced vertical spread of 
fire in eight. 


As to horizontal spread, there was 
a lack of parapeted fire walls in 
eighty-one cases of the ninety, creat- 
ing excessive fire areas, open attics, 
and undivided basements. In 160 
structural large-loss fires there were 
unprotected horizontal openings in 
sixty-four instances. Blocked or open 
fire doors were partially responsi- 
ble for eight large-loss fires. 


“Tt is obvious that brick walls and 
fire-retardant roofing are not enough,” 
Tryon declared. “Interior subdivi- 
sions also must be constructed with 
an eye to limiting fire spread. The 
opportunity granted flames to feed on 
combustible materials is a direct mea- 
sure of fire loss. This applies as 
readily to habitational properties as 
to industrial, with the measurement 
of significance weighted to the former 
because of the greater life hazard in- 
volved. It is the old principle of sub- 
division of values interpreted in terms 
of subdivision of structures. It is an 
old principle which has not reached 
the eye and mind of the public we 
strive to protect, despite our per- 
sonal awareness of the facts in the 
case—facts which the large-loss fires 
of 1946 once again substantiate.” 





As to automatic means of fire de- 
tection and extinguishment, an un- 
usual number of major fires in 1946 
occurred in sprinklered plants. In 
seventeen cases the protection was 
complete, and in eight others the 
sprinklers covered only a portion of 
the property. Failures most often 
were due to a combination of factors, 
which were, in the order of their 
frequency: insufficient water sup- 
plies; system not properly designed 
for high-hazard occupancy; incom- 
plete protection; inadequate main- 
tenance; water shut off; fires out of 
range, under buildings, in hollow wall 
spaces, or over roofs; explosions 
wrecked sprinkler systems; defective 
dry-pipe systems; obstructed distri- 
bution; poor distribution; exposure 
fires; frozen pipes; and _ partially 
closed valves. 


There were important cases in the 
1946 large-loss fire record, he as- 
serted, which justify the statement 
that installation of automatic sprink- 
lers does not in itself represent a fire 
safety cure-all. Improper engineering 
of sprinkler systems and inadequate 
maintenance clearly threaten the fire 
record automatic sprinkler protection 
has established over the years. Auto- 
matic protection must be designed to 
keep pace with the hazards protected, 











be’ guaranteed even under the most 
adverse conditions a sufficient water 
supply, and be constantly maintained 
with full recognition that sprinkler 
systems are mechanical devices whose 
efficiency will be measured by the 
thoroughness of their maintenance. 
In the 1946 large-loss fires where 
sprinklers were lacking, their presence 
undoubtedly would have effected con- 
trol in 129 cases. In only thirty-three 
instances, including twenty-one air- 
craft fires, such protection would have 
been inapplicable. With a record of 
95.9% efficiency over a period of 
forty-seven years there is little doubt 
as to the effectiveness of sprinklers 
which are given proper engineering 
and maintenance. 


Automatic detection equipment was 
present in only four major fires of 
1946, and operated efficiently. Large 
losses were sustained in these four 
cases because the advantage of prompt 
detection: was cancelled out by such 
disadvantages as poor construction or 
explosion. Of 166 large-loss structural 
fires during the year, 52% involved 
delayed discovery, and 70% involved 
delayed transmission of alarm. Out- 
siders or casual passers-by reported 
sixty-one of the fires; explosions 
occurred in nineteen cases before any 
alarm was given; in twenty-six cases 
employees attempted to fight the fire 
before turning in an alarm; in nine- 
teen cases unsupervised watchman 
service failed to respond properly; 
in twenty cases public alarm facili- 
ties were absent. 


An unusual feature of the large- 
loss fire record of 1946 was the in- 
crease in number of group fires, 
which involve the factor of exposure, 
or spread of fire from one structure 
to another. 


“Tt is a tribute to our fire depart- 
ment organizations that more of the 
large loss fires did not spread beyond 
a defined area, for all the elements 
of disaster were present in each of 
them,” Tryon said. “What is the 
significance? Have we reached the 
time in our.city life when this prop- 
osition of living on top of one an- 
other has met its fire Waterloo? Are 
the apostles of space and decentraliz- 
ation raining fire bombs upon us? 
Is this experience a calm means of 
warning us to spread out in an atomic 
bomb world? Or is it simply that our 
fire engineering technology has worn 
thin in a very vulnerable, vexatious, 
and vindictive manner? We must ad- 
mit that we have failed to cope ade- 
quately with the exposure conditions 
which surround us. There is nothing 
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General manager National Fire Protection 
Association. 


complicated about this form of fire 
protection.” 


In 115 cases quick-burning con- 
tents affected the rapid spread of fire 
in the 166 large-loss structural fires 
of 1946. Flammable gases and liquids 
were involved in forty cases, con- 
gested stock was involved in fifty- 
two cases, inadequate aisles in twelve 
cases. Contents having exceptionally 
high value, as compared with the pru- 
dent division of stocks subject to one 
fire, repeatedly were in evidence. In 
43% of the large-loss fires it was 
possible to segregate building loss 
from contents loss. It showed the con- 
tents loss to be twice as great as the 
building loss. 


Fire department performance was 
considered satisfactory in one hun- 
dred of the 166 large-loss structural 
fires of 1946; in fifty-nine cases the 
attack or organization was weak, and 
in seven others no fire department 
was available. 


“Satisfactory” fire department per- 
formance was defined as the ability 
of the fire services available to pre- 
vent loss of life, to restrict spread 
beyond the defined fire area initially 
involved, to reach the scene promptly 
despite delayed alarms, to apply prop- 
erly all the fire-fighting facilities 
available in the most effective way, 
and to accomplish all possible salvage 
operations. 


The cases of “weak organization 
or attack” involved forty-six in- 
stances of insufficient equipment, 
thirty-four of insufficient manpower, 
thirty-two of insufficient arrange- 
ments for mutual aid, twenty of in- 
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sufficient prior analysis of the fire 
risk or physical property, and_ five 
instances of breakdown of equip- 
ment. Among the poor fire-fighting 
techniques noted were: ineffective use 
of large hose streams to the extent 
that known weak water supplies be- 
came exhausted; failure of the fire 
department to connect to sprinkler 
systems when the need was apparent 
and the facilities available; lack of 
knowledge of sprinkler control valves 
whose operation was essential for fire 
extinguishment or to restrict water 
loss; delay in sounding multiple 
alarms beyond the readily apparent 
time ; errors in utilizing private water 
supplies, which robbed properly oper- 
ating sprinklers of their supply, in 
the face of other available water 
sources; failure to protect serious 
exposures when the opportunities were 
manifest ; inadequate training of sub- 
ordinate fire department officers to 
insure a high standard of efficiency in 
the absence of chief officers ; and lay- 
ing needlessly long hose lines which 
reduced available pressures to a criti- 
cal low point. 


Owners of high-valued properties 
often were proved at fault by such 
actions as locating hydrants so close 
to buildings that they cannot be used 
in case of fire, unnecessary physical 
impediments which restrict free ac- 
cess to the property by fire-fighters, 
failure to provide suitable approaches 
to static water supplies, and block- 
ing of windows, doors, and other 
openings which could serve as means 
to reach the base of the fire. Some 
raluable structures are located en- 
tirely outside fire protection services, 
and yet private protection suitable 
for the values at risk is not provided. 
Thirteen of the year’s large loss fires 
occurred outside city limits, and in 
seven absolutely no fire department 
services were available. 


The report of the nominating com- 
mittee to the board of directors of 
the National Fire Protection Asso- 
ciation recommended reelection of the 
officers who have served during the 
past year. They are: Curtis W. 
Pierce, New York, president; Earl 
O. Shreve, New York, vice-president ; 
John L. Wilds, Chicago, vice-presi- 
dent ; Hovey T. Freeman, Providence, 
Rhode Island, secretary-treasurer ; 
and George W. Elliott, Philadelphia, 
chairman of the board of directors. 
R. D. MacDaniel, Indianapolis, In- 
diana, and W. W. Sampson, Atlanta, 
Georgia, were nominated to three- 
year terms as directors, and W. A. 
Ross, Washington, D. C., was nomi- 
nated for a one-year term as director 
to fill a vacancy. 
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HE explorations of sixteen speak- 

ers into specific aspects of current 
trends in the fields of fire insurance 
and casualty insurance—with realis- 
tic analysis and appraisal of their 
potentialities—combined to furnish a 
broad survey of mutual carriers’ pos- 
sible future problems to some three 
hundred mutual insurance company 
executives in attendance at the special 
conference held in Chicago May 19- 
21 under the auspices of the Ameri- 
can Mutual Alliance. 


The meeting was unusual in that 
it brought together not only repre- 
sentatives of the three associations 
comprising the American Mutual Al- 
liance—the Federation of Mutual 
Fire Insurance Companies, the Na- 
tional Association of Automotive 
Mutual Insurance Companies, and the 
National Association of Mutual Casu- 
alty Companies—but in that almost 
half of those registered represented 
mutual fire insurance and casualty 
insurance organizations outside the 
American Mutual Alliance’s mem- 
bership. 





Subjects treated ranged from the 
place of mutual insurance in the na- 
tion’s economic system to rate regu- 
lation, accounting, and engineering. 
Among speakers upon non-technical 
topics were United States Secretary 
of Agriculture Clinton P. Anderson, 
who commented both upon the crop 
insurance program and upon develop- 
ments in foreign trade, and Clifton 
M. Utley, Chicago radio news analyst 
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who discussed the world political situ- 
ation. The five sessions of the con- 
ference were presided over by Leo 
A. Mingenbach, Stevens Point, Wis- 
consin, executive vice-president Hard- 
ware Dealers Mutual Fire Insurance 
Company and president of the Fed- 
eration of Mutual Fire Insurance 
Companies, and by Walter E. Otto, 
Detroit, president Michigan Mutual 
Liability Company, and president 
both of the National Association of 
Automotive Mutual Insurance Com- 
panies and of the National Associa- 
tion of Mutual Casualty Companies. 


In analyzing the place of mutual 
insurance in the United States econo- 
my George D. Haskell, Chicago, well- 
known economist, emphasized the im- 
portance of insurance generally by 
pointing out the substantial percent- 
age of the national income which is 
paid for insurance protection, of 
which more than 50% is of the mutu- 
al type. He demonstrated that mutual 
insurance is inherently part of a 
private property system of economics 
—heing entirely consistent with such 
a system’s three principles of freedom 
of enterprise, freedom of exchange, 
and freedom of contract—and that 
like other insurance carriers its in- 
terest is in preserving our type of 
economy. 


John W. Hudson, Kansas City at- 
torney who has had wide experience 
in connection with insurance subro- 
gation matters, discussed subrogation 
—its practical aspects in relation to 
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the insured and the insurer, and its 
place as a medium of service, of busi- 
ness solicitation, and of recoupment 
of losses. He outlined some of the 
problems which are met in subro- 
gation cases, and of methods for han- 
dling such difficulties. 


Investment of insurance company 
assets was treated exhaustively by 
Harold E. Gates, Chicago, of Moo- 
dy’s Investors Service. He stressed 
the increase in government’s vested 
interest in our economy, growing out 
of such factors as the probability that 
government will control use of atomic 
power, the necessity for a high rate 
of business activity and national in- 
come because of the enormous nation- 
al debt, and the necessity for govern- 
ment to act as an umpire between 
industry and increasingly powerful 
organized labor. He held that greater 
economic stability is to be expected 
in the future, with corporate earning 
power more stable and less likelihood 
of extremes of corporate bankruptcy. 
Thus common and preferred stocks 
may become more suitable for con- 
servative investment than in the past. 
If private industry is not able to 
maintain production and employment 
it will be necessary that government 
be able to borrow money to good ad- 
vantage, with greater confidence thus 
possible in the prices and stability of 
high grade. bonds. He believed that 
the country can look forward to an 
extended period of relatively full 
production, employment, and pur- 
chasing power, with stable security 
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prices, although there is much room 
for intermediate variations. The 
raising by the United States Treasury 
of the interest rate on short term obli- 
gations to make them more attractive 
to banks he regarded as a possibility, 
with the possible result of some minor 
softening in the long term bond mar- 
ket. The strain of extremely high 
production and extremely high prices 
on the one hand, and relatively un- 
changed purchasing power on the 
other, which has developed in the 
past year, gives signs of causing 
temporary trouble. This may be 
postponed by wage increases and tax 
cuts, but sooner or later production 
and prices must come more nearly in 
line with purchasing power than at 
present. This could mean a period of 
unemployment and pessimism which 
would furnish opportunity for invest- 
ment in stocks, although the present 
situation calls for caution on both 
bond and stock investment policy. 


That there is not yet a full ac- 
ceptance of the new fire insurance 
policy was the opinion advanced by 
Paul H. Heineke, Chicago attorney, 
in analyzing problems of the future 
arising under the new New York 
Standard Fire Insurance Policy from 
the necessity to evaluate the interest 
of the insured upon the happening 
of a loss. He held that this lack of 
acceptance stems from a lack of ap- 
preciation of how salutary but how 
complete a change has been wrought 
in underwriting and loss problems 
through the elimination of moral haz- 
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ard clauses and the substitution of the 
interest clause. In the past the policy 
required unconditional and sole own- 
ership of property, did not permit 
a building to stand on ground not 
owned in fee simple, and did not 
permit an encumbrance upon personal 
property. Now it insures to the ex- 
tent of the actual cash value at the 
time of the loss, but not exceeding 
the amount which it would cost to 
repair or replace the property with 
material of like kind and quality 
within a reasonable time after such 
loss . . . nor in any event for more 
than the interest of the insured. The 
removal of the unconditional and sole 
ownership clause makes this an in- 
terest policy, under which the insured 
collects his interest and no more. It 
need only be asked: Had the insured 
an insurable interest in the property 
when he took out the policy? Had 
the insured an insurable interest in 
the property when it was destroyed? 
What is that interest? What amount 
of money will indemnify the insured 
because of the loss or damage to 
that interest? 


He listed as the common types of 
those likely to have an insurable in- 
terest in property the following: the 
unconditional and sole owner; the 
mortgagor and mortgagee ; the vendor 
and vendee ; the pledgor and pledgee ; 
husband and wife; joint tenants; 
tenants in common; tenants by suf- 
ferance; tenants at will; lessors and 
lessees; life tenants and remainder- 
men or reversioners; trustees and 
cestui que trustents ; partners in part- 
nership property ; agents, consignors, 
consignees, factors and bailees gen- 
erally; those interested in the ex- 
istence of property as security for am 
indebtedness to them other than mort- 
gagees, pledgees, or vendors; those 
interested in property because of a 
right to acquire it ; party wall owners ; 
purchasers at judicial sales ; adminis- 
trators or executors; receivers and 
trustees in bankruptcy ; stockholders ; 
common carriers; agents with con- 
tingent commission profits; trustees 
holding the mere naked title; and 
fire insurance companies. He de- 
scribed the situations which exist as 
to each of these classes in case of 
loss. 


N treating of the investigation of 

uniform accounting possibilities 
in fire insurance and casualty insur- 
ance N. E. Masterson, Stevens Point, 
Wisconsin, vice-president and actuary 
Hardware Mutuals, listed seven ob- 
jectives stated by New York State 
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Superintendent of Insurance Robert 
IX. Dineen: the answering of criti- 
cism that it is illogical for insurance 
companies to charge uniform rates 
made in concert when little uniform- 
ity is employed in compiling figures 
upon which uniform rates are made ; 
the providing of a more scientific 
basis both for making insurance rates 
and for regulating those rates; en- 
abling competing insurance companies 
to compare both aggregate costs and 
the components of such costs; en- 
abling insurance companies to do 
equity among all classes of policy- 
holders; meeting any charge of un- 
fair price discrimination by providing 
data capable of demonstrating that 
wherever price differentials exist 
they can be justified; demonstration 
that the states can handle such mat- 
ters; and improving insurance public 
relations by defeating the public idea 
that insurance companies charge ex- 
cessive rates or build unneeded re- 
serves. 


The speaker observed that five of 
the seven points pertain to rate mak- 
ing. Uniform accounting in this re- 
gard involves three cost accounting 
problems: distribution of expenses 
by functional groups; allocation of 
functional expense by lines of busi- 
ness; and analysis of expenses by 
size of risk. He held that the: uni- 
form expense problem is important 
to mutual insurance companies be- 
cause it underlies future rate-making 
under the new rate regulatory laws, 
because it ties in directly with the 
problem of expense graduation, be- 
cause it is shaping the pattern of 
future expense classification, and be- 
cause it will affect future “dividend” 
and deviation practices. 


The making of rates for fire in- 
surance companies was the subject 
of a joint presentation prepared by 
Harold U. Brown, Stevens Point, 
Wisconsin, vice-president Hardware 
Dealers Mutual Fire Insurance Com- 
pany, F. C. Thomas, Chicago, vice- 
president National Retailers Mutual 
Insurance Company, and William H. 
Rodda, Chicago, secretary Trans- 
portation Insurance Rating Bureau. 
It explained that only on the broadest 
basis can classified loss experience be 
of value in the development of fire 
insurance rates, since fire insurance 
experience is so complex that the 
tabulation by class does not accurately 
portray the desirability or undesira- 
bility of any specific class, especially 
in the mercantile field. An _ ideal 
rating system would be one which 
was uniform for all states, since 
aside from conflagrations and catas- 
trophes it would be desirable to have 
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the various states and the broad gen- 
eral classes of risks stand on their 
own feet. It is hoped that classified 
loss experience will lead toward that 
goal in the future. It may be pos- 
sible to devise a system of adjusting 
rates according to loss experience, 
but the element of chance in fire loss 
is so great that probably experience 
never can be used to any great extent. 
Regardless of the fact that it has not 
burned, the potential hazard in a bad- 
ly-maintained frame industrial plant 
is such that a high rate is justified. 
Individual variations between indus- 
trial plants and mercantile buildings 
are such that it would be almost im- 
possible to establish any classes which 
could be used for experience rating 
except upon a very broad general 
basis. The tendency is for fire insur- 
ance rating to become divided strictly 
along state lines, as the result of 
rating legislation passed during re- 
cent years. This is feasible in con- 
nection with fire insurance because 
of the relatively large amount of busi- 
ness in each state, but is not con- 
sidered feasible in connection with 
those lines of insurance where even 
the nationwide volume is relatively 
small. 


The development of fire classifi- 
cation schedules by the Federation 
of Mutual Fire Insurance Companies 
was sketched in some detail by John 
A. Arnold, Chicago, executive vice- 
president National Retailers Mutual 
Insurance Company. He recalled that 
the first Federation classification man- 
ual was issued in 1937, having been 
developed because of the possibility 
that fire loss experience from other 
sources might become unavailable. 
The plan adopted by the National 
Association of Insurance Commis- 
sioners in 1946 calls for separation 
of loss experience into 115 classifi- 
cations, that used by the National 
Board of Fire Underwriters has 139 
classes, while that of the Federation 
has 212 classes. These can be com- 
bined to fit into the Commissioners’ 
classification plan. Among the valu- 
able features of the Federation classi- 
fication system are: it trains exam- 
iners to analyze risks; it simplifies 
work of company indexing depart- 
ments ; it simplifies sorting in review- 
ing expirations ; it furnishes complete 
information regarding a risk, since 
if essential facts are eliminated the 
risk cannot be classified. The primary 
reason for the development of classi- 
fication, of course, has been the fur- 
nishing of a classified loss ratio rec- 
ord. 


Prompt investigation of the desira- 
bility of setting up an organized and 
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comprehensive public relations pro- 
gram for mutual fire insurance and 
mutual casualty insurance, as a whole, 
was urged by L. A. Fitzgerald, Chi- 
cago, director of information Ameri- 
can Mutual Alliance. He pointed out 
that many mutual insurance com- 
panies engage in extensive public 
relations activities, but that others do 
not have organized programs in this 
important field. The changing con- 
ditions of the present, he said, are 
likely to bring insurance into con- 
tact with powerful outside forces that 
are highly skilled in public relations 
techniques, a situation which under- 
lines the need for prompt action. 
Such a program should be directed 
toward definite objectives, and should 
be based upon the premise that mutual 
insurance companies were organized 
for the sole purpose of serving effec- 
tively the public interest. It should 
attempt not only to advance mutual 
insurance as one unit within the gen- 
eral insurance field, but to advance 
insurance as one unit within the pri- 
vate ownership business system which 
is the foundation of the American 
economy. 


HE underlying principles of cas- 

ualty insurance rate-making, quite 
different from those governing fire 
insurance rate-making, were discussed 
by Harold J. Ginsburgh, Boston, 
vice-president and actuary American 
Mutual Liability Insurance Company. 
The value of statistics in insurance 
company management, without special 
emphasis upon their use in rate-mak- 
ing, was the subject of H. W. Yount, 
3oston, vice-presidemt and actuary 
Liberty Mutual Insurance Company. 
He stressed the place of statistics as 
among the important tools of insur- 
ance company management, and pre- 
dicted that in the era of keen com- 
petition which lies ahead in the in- 
surance business accurate and _ intel- 
ligent statistical control of opera- 
tions will become more nearly vital 
than ever before. 


The state-by-state pattern of rate 
regulatory legislation was sketched 
by John S. Hamilton, Jr., Chicago, 
American Mutual Alliance, whose 
conclusion was that the Commis- 
sioners-All Industry bills for fire in- 
surance and casualty insurance rate 
regulatory legislation have fared 
rather better than many had believed. 
He conceded that the complete pat- 
tern will not be available until the 





state legislatures still in session have 
adjourned. 


Some of the less understood practi- 
cal problems which promise to grow 
out of the tendency to permit insur- 
ance companies to indulge in multi- 
ple-line underwriting—with casualty 
insurance companies writing fire in- 
surance lines, and vice versa—were 
described by Chase M. Smith, Chi- 
cago, general counsel Lumbermens 
Mutual Casualty Company. 


Joseph C. Stennett, Chicago, di- 
rector of safety engineering Ameri- 
can Mutual Alliance, urged that in- 
surance company safety engineers in 
the industrial field concentrate more 
closely upon making certain that ac- 
cident prevention material actually 
reaches the individual who is in the 
best position to use it—the foreman 
or supervisor—rather than assume 
that such material is being used ef- 
fectively simply because it has reached 
company management. He outlined 
a number of the needs of super- 
visory personnel in connection with 
industrial accident prevention. 





Closer cooperation between safety 
engineers representing casualty in- 
surance companies, and fire preven- 
tion engineers representing fire in- 
surance companies, was heid funda- 
mental if loss of life in fires is to 
be brought under control by James 
K. McElroy, Boston, National Fire 
Protection Association engineer. He 
called attention to the part played by 
lack of protection of vertical open- 
ings, and by delayed alarms, in some 
of the recent hotel fire disasters which 
he has investigated, and urged better 
contact between fire insurance engi- 
neers and fire departments. He took in- 
surance companies to task for permit- 
ting conditions potentially hazardous 
to life to exist in insured structures, 
as long as the policyholder is willing 
to pay a penalty premium for the 
deficiency. 


Final speaker of the conference 
was Nicholas S. Kiefer, Chicago at- 
torney, who analyzed the history and 
development of the Federal tax laws 
as applied to mutual insurance com- 
panies other than life insurance car- 
riers. He placed special emphasis up- 
on the application of Federal income 
taxes to mutual insurance companies, 
a long development which led up to 
the present basis of taxing net invest- 
ment income at corporation rates or 
gross income at 1% (whichever is 
greater), and which has involved such 
questions at the right to tax to the 
insurance company the savings which 
are returned to policyholders. 
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WHAT THE CRITICS SAY 


Large corporations are our heaviest individual buyers of fire and 
casualty insurance protectior, and some of their representatives 
have definite opinions as to how operation of the insurance busi- 
ness could be improved. Here are a few of the ideas expressed at the 
American Management Association’s recent insurance conference. 





HAT the insurance business does 

not engage in sufficient consulta- 
tion with large insurance buyers, in 
an effort to determine their needs as 
to costs and coverages, proved the 
theme of the spring insurance con- 
ference held in New York City May 
5-6 under the auspices of the insur- 
ance division of the American Man- 
agement Association. It ran through 
much of the discussion not devoted 
to technical matters at the two-day 
session. , 


Attendance was unexpectedly large, 
more than 500 buyers having been on 
hand for the opening session, and an 
estimated 850 having put in an ap- 
pearance for the half-day question 
and answer session which was _ the 
highlight of the conference. . 


In opening the meeting with a state- 
ment on current changes in insurance 
buying policy I. M. Carpenter, man- 
ager of the insurance department of 
Ebasco Services, Inc., New York 
City, and American Management As- 
sociation vice-president in charge of 
the insurance division, contended that 
insurance buyers should be given a 
greater voice in formulating the poli- 
cies of the insurance business. He 
predicted that the next few years are 
going to be critical ones in insurance, 
in that the business must go through 
the most difficult period of transition 
which it ever has experienced. He 
held that the insurance buyer has as 
big a stake in the result as anyone, 
but that he has been practically ig- 
nored by those having to do with the 
formulating of the policies to be fol- 
lowed in the regulating of the insur- 
ance business under new conditions. 


It will also be a critical period for 
industry, he pointed out, in seeing 
that its insurance programs are keep- 
ing pace with the rapid changes in 
business and in insurance practices. 
Since the buyer is the only customer 
of the insurance business he should 
he given an active part during the 


period. “In every other business that 
I know of,” he asserted, “the cus- 
tomer is always right, and is listened 
to with a great deal of interest and 
respect.” 


Insurance buyers have a very def- 
inite interest in the insurance carriers, 
the speaker insisted, since they have 
been responsible to a large extent for 
the stability of industry and have had 
a very definite place in the advance- 
ment of industry in this country, 
“but there is a question in a great 
many people’s minds today as to 
whether insurance is assuming the 
same degree of responsibility for the 
stability of industry as in the past. 
Is insurance resting on its laurels in 
its attitude toward the insurance 
buyer, with the idea that it is secure 
because it has done so well in the 
past? Has the insurance business 
changed the formula of its product 
to meet the changing conditions in 
industry and the requirements of the 
buyer ?” 


To fulfill the insurance require- 
ments of his company, he explained, 
the insurance buyer with no voice in 
the matter has been forced to accept 
the individual consideration of his 
exposure, whereas he would have pre- 
ferred coverage on an “all inclusive” 
basis, an example of the progressive 
expansion of industry not having been 
met by the limiting influence of the 
departmentalized underwriting of in- 
surance companies. He _ inquired 
whether the drafting of policy con- 
tracts by insurers, under rules and 
rates fixed by them, was not a one- 
sided arrangement, and whether it 
would not be better to let the buyer 
have something to say about the form 
of insurance contract he would like 
to have. 


“Except in a few isolated cases,” 
he said, “the buyer has seldom been 
and is not now considered as an im- 
portant factor in insurance. Although 


he is being given more recognition 
in recent years, he is far from reach- 
ing the position that rightfully is his 
in the insurance world. He usually 
is advised of changes after they have 
been adopted and approved, and has 
no alternative but to accept them 
whether he likes them or not. Such 
disregard of its customers would be 
sudden death to any other business. 


“There is no doubt that laws regu- 
lating insurance must be enacted to 
comply with the requirements of Pub- 
lic Law 15, particularly in those states 
where no definite insurance super- 
vision has existed. There seems to 
be a trend toward over-regulation, 
which already has resulted in in- 
creased costs and coverage restric- 
tions. It is inevitable that its contin- 
uance will seriously affect insurance 
buyers, especially those having multi- 
state operations. The fault of this 
over-regulation trend may rest par- 
tially with the buyer, in that he has 
taken the position that it is no concern 
of his—that the insurance companies, 
the insurance sellers, and the state in- 
surance departments will take care of 
things. They will. But will the buyer’s 
interest be considered if he takes no 
active part in the proceedings? With 
insurance taking, on increasing im- 
portance as an economic shock ab- 
sorber for industry, too many insur- 
ance buyers and underwriters are con- 
cerning themselves exclusively with 
day-to-day problems to the neglect of 
those forces which are creating these 
problems. It is my opinion that there 
are to be some difficult times ahead. 
That the harness of regulation may be 
held in a light rein, it is to the interest 
of the buyer, the seller, and the in- 
surer to cooperate to the fullest ex- 
tent. I feel confident that if the 
buyers will soundly support their 
position in the insurance industry this 
cooperation will be forthcoming.” 

Complaint that insurance con- 
tracts as well as certificates of insur- 
ance, frequently can he regarded as 
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concealing from the layman as much 
as they reveal to him was voiced by 
L. L. Schlosser, Detroit, assistant 
secretary of the Michigan Consoli- 
dated Gas Company. 


“The man who is the boss—the 
man who buys insurance for himself 
as an individual, or as the owner of 
a small business, or the man dele- 
gated to do the buying of insurarice 
for big business (and who is supposed 
to do this job incidental to a lot of 
other things that he has to do) can 
properly be classified as the layman,” 
he asserted. “This man is not essen- 
tially a student of insurance. We can 
all realize that when the insurance 
man says, and properly so, ‘read your 
policy!’, he should be taken quite 
literally. But is that enough? Can 
any underwriter afford to shrug his 
shoulders and dispose of the problem 
so easily? Surely the code of ethics 
obtaining in the insurance business 
today has reached heights far beyond 
that ancient maxim of the trickster: 
‘Let the buyer beware!’ 


“These are important factors in 
buying and selling insurance. The 
intrinsic worth of insurance is such 
that problems like these are compar- 
able only to growing pains. But they 
are things which merit thought, and 
the earnest consideration of able in- 
surance executives and lawyers, to de- 
termine whether improvements can be 
made. Men with ability enough to de- 
vise a line of insurance to be sold to 
a man who needs it must have the 
ability to devise a contract that does 
not need an expert to analyze it. The 
boss wants a contract that even he can 
read and understand, without spend- 
ing a lot of time on it. He wants to 
buy a contract that protects him in 
all paragraphs—not one that protects 
in one clause and removes that pro- 
tection in another. The contract that 
needs too careful analysis leaves the 
buyer with only that protection which 
his own sharp eyes and wits furnish. 
Insurers and underwriters have dem- 
onstrated sufficient honesty of pur- 
pose, sufficient integrity of adminis- 
tration, sufficient technical training 
and resourcefulness, that we should 
be able to foresee the time when most 
of these problems will be solved. They 
are truly of a minor mechanical and 
technical nature but, as they have di- 
rect bearing on customer good-will, 
the significance of a practical and sat- 
isfactory solution can be most im- 
portant for both insurer and insured.” 


HE pros and cons of multiple 
line insurance underwriting were 
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discussed from two points of view. 
William D. Winter, chairman of the 
board of the Atlantic Mutual Insur- 
ance Company, New York City, rep- 
resented the insurance company view- 
point, and Ernest L. Clark, assistant 
to the treasurer of the J. C. Penney 
Company, New York City, repre- 
sented the buyer’s viewpoint. 


William D. Winter pointed out 
that at present thirty-three states, the 
District of Columbia, Alaska, Hawaii 
and the Virgin Islands have full mul- 
tiple power legislation; eight states 
have limited multiple power legisla- 
tion; and seven states have no such 
legislation. This marks greater prog- 
ress than had been expected a few 
years ago, he said, indicating that the 
situation may raise some problems in 
connection with New York’s appli- 
cation of the Appleton Rule. He held 
that the general financial strength of 
insurance companies warrants broader 
powers, that individuals in business 
need more comprehensive insurance 
protection, and that there need be 
little fear that company manage- 
ments will rush into new fields of 
insurance without making certain that 
their companies are capable of hand- 
ling the new lines. 


Among the problems he foresaw 
in connection with multiple line un- 
derwriting were: the varying rates 
of commission on fire and casualty 
insurance lines; the “packaging” of 
insurance which will result in the 
coverages on a single risk being car- 
ried in a single company, instead of 
in a number of companies as at pres- 
ent; changes in the internal conduct 
of the insurance business, with pos- 
sible liquidation of subsidiary com- 
panies; and new divisions in under- 
writing and claims departments. He 
gave it as his opinion that the view- 
points of both insurance companies 
and insurance agents would change 
under multiple line operation, and that 
the result would be an insurance busi- 
ness organized primarily to serve the 
needs of buyers. 


Ernest L. Clark stated that the 
principal argument presented against 
multiple line underwriting seems to be 
that there is no demand for it, and 
held that this is fallacious—an indi- 
cation of how far those dissenting 
are from contact with the insurance 
buyer’s point of view. The argument 
for multiple line underwriting is that 
it costs more to issue numerous sep- 
arate policies; it costs more to run 
two insurance companies than it costs 
to run one; it is inconvenient for the 
policyholder to deal with more than 
one insurance carrier to protect the 





same property; the insured cannot 
properly bridge the gap in protection 
growing out of separate contracts and 
separate insurers. 


He held that if the insurance 
business were set up on an efficient 
basis ready to render complete pro- 
tection at a minimum of expense to 
the buyer, one insurance company 
should be equipped to insure property 
against all risks. Besides the savings 
effected in expense of operation, the 
insurance buyer would be able to in- 
sure his property with one insurance 
carrier under broad forms of policies 
eliminating any possibility of over- 
looking a coverage, and the possibility 
that there might be a dispute between 
two of his insurance carriers as to 
who is liable for what part of the 
loss. It would make the buying of 
insurance less complex, and the set- 
tling of losses less complex. 


“The buyer of insurance is more 
interested in the financial stability of 
an insurance carrier, however,” he 
said, “and this question is so impor- 
tant that it far outweighs all others. 
The question involved here is whether 
it is sound financially to permit com- 
panies writing fire and marine insur- 
ance to have their powers expanded 
to write casualty insurance or vice 
versa. Fire insurance companies in- 
sure damage to property. Their li- 
ability for loss is limited to the exact 
amount of their policy. The risks to 
which they are exposed are limited 
to the value of the property insured. 
They cannot write more risk on any 
one exposure than 10% of their capi- 
tal and surplus. Their losses are 
quickly and easily determined ; their 
financial structure is comparatively 
simple; and their statements when 
rendered are current as of the date 
of issue. The statutory amount they 
are required to have as capital and 
surplus, plus the amount of their un- 
earned premium reserve, is usually 
adequate protection to their assureds 
in the event of bad underwriting ex- 
perience or conflagration loss. There 
is no reason why this type of company 
should not have its powers extended 
to write all the forms of coverage 
that involve the insurance of property 
damage or loss of property which 
now are written by casualty com- 
panies. 


“Liability insurance carriers’ re- 
serves against losses, many of which 
may have been outstanding for years, 
are set up on bases which are a mat- 
ter of conjecture or estimates stem- 
ming from the opinions of those who 
have determined them. The amounts 








| ad 


| (2 — § 


= Sees « Saw eS Ff 


OO — 


— 


o_o oe 





of loss they may sustain are not in 
relation to the amount of their pre- 
mium or the amounts of their policies 
or any set values. The losses may be 
increased or decreased in general by 
the ebb and tide of the economic af- 
fairs of the nation. A drop in business 
activity, inflation of money, type of 
people available for jury duty, the 
mental attitude of people driving 
automobiles, the desire of attorneys 
for cases, and thousands of other 
factors go to make up the ultimate 
result and cost of closing- out their 
claims. For these reasons it is im- 
portant to the public interest that a 
liability insurance carrier’s financial 
standards be viewed from a different 
financial basis than those of a prop- 
erty insurance carrier. Its losses can 
mount up faster, and its assets be 
dissipated more quickly. Therefore 
it should have a much greater margin 
of protection. The present statutory 
financial standards required of a li- 
ability-writing insurance company do 
not adequately meet these needs. The 
requirements for writing liability in- 
surance of any form, including com- 
pensation insurance, should be 
changed so that in addition to the 
statutory fixed amount of surplus 
to policyholders, it would be neces- 
sary for a company to maintain a 
policyholders’ surplus also equal to a 
stipulated percentage of the amount 
of liability unearned premiums or li- 
ability loss reserve, whichever is 
greater. Many have suggested as high 
as 100% to be adequate. This would 
cause the surplus of a company to 
increase in direct proportion to its 
liability writings. This suggestion has 
been made by many who have made 
extensive studies of liability insurance 
company finances. 


“Of course many fire insurance and 
casualty insurance companies have 
such a very large surplus that there 
can be no question of their ability 
to meet these standards. They should 
be given the power to write all forms 
of insurance, which would be per- 
mitted by a multiple line charter. But 
in the absence of these standards be- 
ing set up, in spite of the great ad- 
vantages to the insurance buyer of 
multiple line writing, it would not 
seem wise to generally grant exten- 
sion of such powers to all carriers. 
With proper safeguarding of the pub- 
lic’s interest from a financial stand- 
point as suggested, multiple line un- 
derwriting is a wise and progressive 
development which will enable the in- 
surance business to keep pace with 
the progress and demands of industry. 
It should result in a general improve- 
ment in efficiency, and give a progres- 
sive American type of business serv- 
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ice to the American insurance-buy- 
ing public.” 


HE implications of -health and 

accident laws being urged in 
many states—involving the payment 
of weekly cash benefits to replace 
actual wage loss due to temporary 
inability to work because of non-oc- 
cupational accident or sickness—were 
discussed by H. G. Waltner, Jr., New 
York City, administrative assistant 
in the insurance and social security 
department of Standard Oil Company 
of New Jersey. He outlined the vari- 
ous types of plans proposed, such as 
the monopolistic Federal program 
contemplated in the Wagner-Murray- 
Dingell bill ; monopolistic state funds ; 
plans such as that in California, where 
groups of employees may be insured 
in private plans rather than in the 
state plan; plans based upon the 
workmen’s compensation principle; 
and plans for state funds competing 
with private insurers. 


“In Rhode Island,” he said, “in- 
surance companies have found it 
wholly impractical to write accident 
and health insurance business except 
upon a limited basis applicable to the 
higher income group, as it is unsound 
to provide a sickness benefit in excess 
of 60% to 65% of an individual’s 
wages, there being no insurable mar- 
gin above the amount of the state 
benefit. Employee benefit associations 
have continued to operate, but evi- 
dence indicates that when the benefit 
association payment plus the state 
sickness payment constitutes a sub- 
stantial percentage of the wages of 
the claimant, the association costs 
have gotten out of hand. Many salary 
continuation plans either have been 
abandoned or have been modified in 
one of two respects—either salary 
continuation has been limited to of- 
fice workers and those subject to care- 
ful supervision, or the payment has 
been reduced by the amount of the 
state benefit. Severe strains have been 
imposed upon the employer-employee 
relationship because it has been found 
necessary so to modify these salary 
continuation plans. The worker can- 
not understand why benefits are with- 
drawn or reduced when he is paying 
the full cost of the state benefit pro- 
gram. On the other hand, sad ex- 
perience has proved that the payment 
in full of both benefits has caused ma- 
lingering and increased absenteeism, 
and has thus raised production cost. 
The payment of the sickness benefit 
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in addition to workmen’s compensa- 
tion benefits has had the same result, 
with the further adverse effect of 
substantially increasing the em- 
ployer’s workmen’s compensation 
cost. The California plan has been in 
effect for such a short period of time 
that it is impossible to evaluate all 
its implications. Of the 6,850 private 
plans which were approved for ex- 
emption from the state program as 
of April 29, 1947, there were 6,830 
insured plans and twenty self-insured 
plans. This is conclusive evidence 
that it is wholly impractical to op- 
erate a self-insured private plan as 
meeting the requirements of the law. 
So far as the mutual benefit associ- 
ations are concerned the foregoing 
conclusively indicates that they are, 
in fact, excluded as a vehicle for sup- 
plying the benefits required by law.” 


The question of whether such pro- 
grams should be financed entirely by 
the employee was held by the speaker 
to be a point of grave importance. 
Among the questions raised are: (1) 
By placing in the employer responsi- 
bility concerning the financing and ad- 
ministration of the program, an im- 
portant step has been taken to insure 
that the program is administered on 
a sound basis, and that it will be 
fully utilized to meet the purpose for 
which the legislation is enacted: (2) 
If employers do not help to pay the 
cost of the program, they cannot ex- 
pect to have a voice in its operation, 
and will be ignored in the framing 
and amendment of the legislation; 
(3) In the event the employee pays 
the full cost, a psychology of “I paid 
for it and I am going to get it back” 
develops. 


“A question has been raised in some 
quarters as to whether or not such 
insurance can and should properly 
be written by private companies,” 
the speaker commented. “It seems 
fairly clear that those who believe 
in a free economy must answer this 
question in the affirmative and de- 
mand that—if compulsory laws are 
to be passed—they will be built upon 
a framework which will recognize 
the outstanding benefits which have 
been attained by insurance companies, 
by mutual benefit associations, by 
unions, and by employers operating 
self-insured plans. Accident and 
health insurance business in the 
United States now is being provided 
to the extent of over $500,000,000 
per year in premiums. Private enter- 
prise has clearly evidenced its ability 
to meet the problem, otherwise the 
public would not voluntarily expend 
$500,000,000 a year for such pro- 


tection.” 
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Members of aviation insurance panel at underwriters conference (I. to r.) are: D. A. Nichols, Lumbermens Mutual Insurance Company, Mans- 
field, Ohio; W. H. Bradley, Grain Dealers National Mutual Fire Insurance Company, Indianapolis, Indiana; W. B. Barclay, Civil Aeronautics 
Administration; T. L. Osborn, Jr., National Retailers Mutual Insurance Company, Chicago; T. R. Cook, Aeronautical Insurance Inspection Bureau; 
J. R. Bevan, United Mutual Fire Insurance Company, Boston; R. J. Elliott, National Retailers Mutual Insurance Company, Chicago; and C. E. 
Vanderwarker, Allied Americon Mutual Fire Insurance Company, Boston. 
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Inland Marine - Aviation Questions 
Debated at Underwriters Conference 


ISCUSSION of current prob- 

lems and developments in the 
underwriting of inland marine and 
aviation insurance drew almost one 
hundred underwriters representing 
member companies to the first under- 
writers’ conference of the Trans- 
portation Insurance Rating Bureau, 
which was held May 13-15 in Chicago. 
The Transportation Insurance Rating 
Bureau was set up last November to 
make more widely available the serv- 
ices which previously had been ren- 
dered to principal mutual insurance 
carriers by the Mutual Marine Con- 
ference and by the Mutual Aircraft 
Conference. 


The plan of the three-day confer- 
ence limited formal addresses to one 
each day. First scheduled speaker 
Thomas R. Cook, St. Louis, 
president of the Aeronautical Insur- 
ance Inspection Bureau, who spoke 
on aviation safety. Second was John 
A. Arnold, Chicago, executive vice- 
president National Retailers Mutual 
Insurance Company, who outlined 
mutual principles of underwriting. 
Third was Clarence R. Conklin, Chi- 
cago attorney, who discussed several 
aspects of undervaluation and under- 
insurance in relation to inland ma- 
rine coverages. 


Vas 


Developments at the panel sessions 
on aircraft hull insurance indicated 
that principal current underwriting 


problems center about prevention of 
hangar fires, elimination of wind- 
storm damage, and methods of detect- 
ing the accident-prone pilot. It was 
pointed out that existing airports are 
financially unable to rebuild with fire 
resistive construction or to buy ex- 
pensive fire protection equipment ; 
showing airport operators how to con- 
trol fire with facilities now available, 
and to prevent it by segregation of 
hazardous processes, was held the 
principal need. In connection with 
this apparent necessity for use of the 
educational approach to airport opera- 
tors much interest was expressed in 
the bulletins issued by the Trans- 
portation Insurance Rating Bureau, 
especially in the recent safety bulletin 
titled “Airport Fires”. Plans were 
made for the distribution of this and 
other bulletins to the large number of 
airports which house planes insured 
by member insurance companies. It 
was emphasized also that underwriters 
would do well to subject to closer 
scrutiny such factors as the type of 
management and the current finan- 
cial condition of airports. 


Recent windstorm losses have been 
heavy because shortage of hangar 
space requires staking out thousands 
of aircraft in all sorts of weather. 
Insurance company inspectors are be- 
ing instructed in methods of tying 
down aircraft. Some companies re- 


ported they are declining to insure 
large commercial operators who park 
much of their equipment in the open, 
and do not attempt to find hangar 
space. 


Pilot selection was advanced as the 
answer to decreasing crash and taxi- 
ing accidents, most of them being 
held the result of pilot error or care- 
lessness. Safety education of pilots 
does not seem to have worked out 
well, as against selection. Since a 
large percentage of accidents seem 
caused by younger fliers, the pattern 
seeming to follow closely that of auto- 
mobile accidents, some insurance com- 
panies are examining with care the 
automobile driving record of every 
pilot who applies for aircraft insur- 
ance. Many of the underwriters pres- 
ent seemed inclined to think that the 
individual either is a safe pilot or is 
an unsafe pilot, and that attempting 
to educate the unsafe pilot to the 
point where he will become a good in- 
surance risk is not practical at this 
time. The belief was expressed that 
the pilot of more than thirty-five 
years of age is the better risk in the 
private flying field, and that there 
is some question of the advisability 
of insuring aircraft piloted by indi- 
viduals less than twenty-five years 
of age. 

Discussions at the 


inland marine 


panel sessions related principally to 
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Members of inland marine insurance panel at underwriters conference (I. to r.) are: Gerry Seider, The Badger Mutual Fire Insurance Company, 
Milwaukee; D. N. Varney, Hardware Dealers Mutual Fire Insurance Company, Stevens Point, Wisconsin; R. A. Bennett, Michigan Millers Mutual 
Fire Insurance Company, Lansing, Michigan; E. J. Raabe, Central Manufacturers Mutual Insurance Company, Van Wert, Ohio; C. W. Clifford, 
Grain Dealers National Mutual Fire Insurance Company, Indianapolis, Indiana; George M. Madden, Western Millers Mutual Fire Insurance Com- 
pany, Kansas City, Missouri; and W. T. Tower, Federal Mutual Fire Insurance Company, Boston. 
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the personal coverages, bailee policies, 
and transportation risks. It was in- 
dicated that Bureau member compan- 
ies write about 10% of all personal 
property floater premiums. Consen- 
sus of the meeting was that the prin- 
cipal cause of the increasing loss ratio 
in this line is underinsurance to value, 
and the need was stressed for im- 
pressing upon agents and_ policy- 
holders the necessity for increasing 
policy amounts. 


Secretary William H. Rodda an- 
nounced an increase in the facilities 
of the Transportation Insurance Rat- 
ing Bureau for rating bailee risks; 
in addition to advisory rates and in- 
formation formerly available, the 
Bureau now can promulgate specific 
rates on individual furriers customers 
and jeweler’s block risks. Reinsur- 
ance arrangements have greatly in- 
creased mutual company capacity in 
these lines. 


Unfavorable motor truck cargo ex- 
perience was discussed. Increased 
merchandise prices have increased 
losses, but premiums based on 
truckers’ gross receipts have not kept 
pace. A preference for drivers over 
thirty years of age was expressed. 
Reported increased use of hired 
trucks in some sections was held li- 
able for an increase in accidents be- 
cause of lack of adequate control 
over drivers of hired trucks ; the same 
safety practices cannot be applied to 
that part of operations. A_ parallel 
was drawn between the average ages 
of the accident-prone truck driver 
and the accident-prone airplane pilot. 
It was held that the high rates and 
the great number of motor truck 
cargo risks available should not lead 
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insurers to forget the importance of 
investigating whether risks are sound 
financially and are interested in loss 
prevention programs. 


There was considerable interest in 
cold storage locker bailee coverages. 
Thousands of locker plants were 
built during the war, and it was indi- 
cated they continue to fill a need. They 
must be watched closely by under- 
writers or heavy losses may develop 
through spoilage due to improper 
cold control or minor power inter- 
ruptions. The best plants were held 
to be those built for the purpose, 
rather than those built into old mer- 
cantile structures. The latter type 
are likely to contain concealed spaces 
which permit spread of fire through- 
out the building. 


HE importance of the place 

which undervaluation and under- 
insurance have come to occupy of 
late in the insurance field were stres- 
sed by Clarence R. Conklin, Chicago 
attorney, in one of the few prepared 
addresses upon the program. He 
pointed out that in most cases of 
undervaluation and underinsurance 
the underwriter receives an inade- 
quate premium for the risk assumed 
and that, when the assured is required 
to pay part of a loss from his own 
pocket, he does not fully appreciate 
the service and compensation which 
he receives even though his premium 
was inadequate. In discussing the sub- 
ject from the point of view of the 
inland marine underwriter he declared 
that no branch of insurance now holds 
a corner on underinsurance and un- 


dervaluation, but that there is much 
room for improvement in inland ma- 
rine operations in this regard. 

He stated his belief that there are 
more cases of inadequate policy limits 
under the personal property floater 
form than under any inland marine 
type of policy, and that while this 
is due in part to the volume of such 
business, such cases are confined not 
only to policies written on minimum 
premiums and limits but to policies 
with relatively high limits. Limits 
which corresponded to actual values 
in 1940 he held to be entirely out of 
line at today’s prices. Many ap- 
praisers now contend that the value 
of the property of the average per- 
son, residing in a four to six room 
home, runs about $1,000 per room. 
Silver is approximately 75% to 100% 
higher than in 1940; furniture is 
50% to 60% higher; and there have 
been corresponding price rises in 
clothing and in general household 
effects. It is contended that the aver- 
age person, in appraising his personal 
property for insurance limit purposes, 
usually undervalues it by about 25%. 


It is not infrequent, the speaker 
said, that losses which occur in the 
homes of the wealthy or in the homes 
of those having more than average 
means illustrate undervaluation which 
was entirely overlooked until a loss 
required a determination of values. 
With a country-wide loss ratio which 
is reputedly well above that which 
would be healthy, it is elementary that 
insurance to value in personal prop- 
erty floater policies would reflect it- 
self in a lower ratio. 

During the past few years under- 
valuation has been the rule rather 
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than the exception, he declared, in 
jewelry and fur floater policies. 
Property insured under these forms is 
in the luxury class and, not only were 
there great percentages of increase in 
values after 1940, but the sale of such 
items has become subject to a 20% 
Federal excise tax. Since the first 
of the year furs and second-quality 
jewelry have trended downward in 
value, however, and in some cases 
underwriters have been able to offer 
replacements at a cost of less than 
the insured value. 


It is not uncommon to find jewelry 
floaters which have been renewed 
year after year on 1940 or earlier 
appraisals. The usual form contains 
no coinsurance clause, and the un- 
derwriter is responsible for any par- 
tial loss up to the policy limits. Many 
claims for partial loss and damage 
equal or even exceed the insured val- 
ue. The net result in many cases is 
that the assured sustains a substan- 
tial personal loss, and the under- 
writer is covering more risk than is 
reflected in the premium. 


One aspect of undervaluation in 
jewelry and fur floaters has not re- 
ceived from underwriters the atten- 
tion it deserves, the speaker asserted. 
Many underwriters assume without 
question that when the full insured 
value is paid on a fur coat or a piece 
of jewelry, any recovery from a 
wrongdoer responsible for the loss 
belongs to the underwriter. In the 
absence of a provision in the insur- 
ance contract that upon payment of 
loss the insured property or rights 
of recovery thereto shall belong to 
the underwriter—and the jewelry and 
fur floaters contain no such clause— 
the only recovery rights which the 
underwriter has must arise by reason 
of subrogation. And it is an elemental 
principle that the right of subrogation 
does not accrue to the insurer until 
the insured has been made whole for 
his entire loss. It is sometimes urged 
that the underwriter acquires a right 
to the property or to the recovery 
because the proof of loss or release 
contains an assigment of such rights. 
The fallacy of this contention lies in 
the fact that the purported assignment 
is void for lack of consideration, as 
the payment of the obligation under 
the policy is no consideration for an 
agreement not contained therein. 


Under bailee’s customers policies, 
again, it is not unusual to find that 
policy limits are grossly inadequate in 
comparison with the property at risk, 
the speaker said. This type of policy 
covers the property of customers 
against loss through certain named 
perils, without respect to whether the 


JourRNAL oF AMERICAN INSURANCE 





CLARENCE R. CONKLIN 


bailee is legally liable for the loss. 
Losses sometimes run into substantial 
amounts and, from the standpoint of 
the insured, may be catastrophe losses. 
The question of liability is of con- 
siderable importance if the policy 
limit is insufficient to cover the entire 
loss, or if the policy does not cover 
the loss for some reason. 


The common law bailee is not obli- 
gated to insure the property of others 
in his possession, and is not charged 
with an insurer’s liability. His or- 
dinary obligation of due care, how- 
ever, may be enlarged if he agrees 
to carry insurance on customers’ 
property. If an extra charge is made 
for insurance, or it is agreed to carry 
insurance without charge, this im- 
poses an obligation to carry insurance 
for the benefit of the owner, and in 
the absence of a valid agreement to 
the contrary failure to carry full in- 
surance will subject the bailee to a 
liability. The fact that the bailee 
purchased all the insurance which the 
one or two cents charged would buy 
is not sufficient ; he must insure fully. 


The bailee, such as a laundryman 
or cleaner, may also be facing a sub- 
stantial loss if the cause of the loss is 
the result of his negligence. A broad 
statement of the general rule is that 
when the owner, by appropriate 
pleading and proof, establishes that 
his property was delivered to the 
bailee in good condition and was not 
returned upon demand, he thereby 
establishes a prima facie case of neg- 
ligence or breach of the bailment con- 
tract. The reason for such rule is 


that because the bailee had posses- 
sion of the property, he is in the 
best position to know the facts which 





cause or contribute to the loss, and 
it is only fair that he have the burden 
of producing such evidence. Although 
not the law in all jurisdictions, the 
rule in many states is that proof by 
the bailee that the goods were de- 
stroyed by fire or other casualty, or 
were stolen, is not sufficient to over- 
come the prima facie case. The bailee 
may have the actual burden of show- 
ing that he is free from negligence, 
and this may be most difficult. 


The recently adopted Guiding Prin- 
ciples for adjusting losses between 
fire and inland marine underwriters 
has a bearing on such cases. Where 
customers carry contents policies or 
personal property floaters which cover 
their losses, and the bailee policy also 
covers the same property, the intent 
of the agreement is that the bailee’s 
insurer shall assume the loss. Where 
the loss of customers’ property ex- 
ceeds the policy limits, the bailee’s 
insurer may elect to apply the limit of 
its policy toward payment of losses 
for customers who carry no insurance. 
If any of its policy limit is unused, 
such amount then is made available 
to customers who carry their own in- 
surance or to their insurers which 
paid their losses. If this remaining 
amount is small or exhausted, the in- 
surers which paid the losses to cus- 
tomers may seek to enforce subro- 
gation claims against the bailee. In 
such situations, or where customers 
carry no insurance, the bailee may be 
facing a most serious problem. If he 
charged for or agreed to carry insur- 
ance, or cannot escape liability for 
negligence, or both, the results can 
spell a disastrous financial burden or 
bankruptcy. Even though the bailee 
may have no legal responsibility for 
damages, his failure to pay a loss 
not covered by insurance may result 
in generating so much ill-will that he 
will be forced to go out of business 
because of lack of customers. 


In analyzing all the various cases 
of undervaluation and underinsur- 
ance, the speaker concluded, it is ap- 
parent that under such circumstances 
neither the company nor the insured 
gets full value received. If nothing 
good can be said about undervalua- 
tion, it necessarily must follow that 
it is bad for the insurance business. 
The adjuster and the attorney who 
are called in when trouble ensues 
have to take the situation as they 
find it, and to attempt to do the best 
possible under the circumstances. The 
burden of correcting the evils of un- 
dervaluation and underinsurance falls 
squarely upon the shoulders of pro- 
ducers and underwriters. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


LUMBE 











INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
CCE 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 


Martin Agency, Seattle. 














The Policy Back of the Poliey—Our way of doing business 
that makes your interests our first consideration 


ES, Jimmy, in a ball game or in business, a Yes, mutual insurance gives policyholders maxi- 
little carelessness can cause lots of trouble. mum insurance protection and service at a sav- 
ing. Policyholders get so much more for their 
money. No wonder companies such as Hardware 
Mutuals are making records for growth and 
progress! 


Take the insurance business, for instance. If a 
company insures poor risks—operates inefficiently 
—the net cost of insurance to all policyholders 


is bound to be greater. 


That’s why mutual companies are in- 
terested in selecting risks carefully and 
operating in an efficient, conservative 
manner. Hardware Mutuals, for ex- 
ample, accept only preferred insurance 
risks—keep expenses low. This makes 
it possible for Hardware Mutuals to 
return substantial dividend savings to 
policyholders, thus giving them good, 
dependable casualty and fire insurance 
at low net cost. 


Non-assessable Casualty and Fire Insurance for your 
BUSINESS . . . AUTOMOBILE . . . HOME 


Hardware Mutuals 


FEDERATED HARDWARE MUTUALS 
Hardware Dealers Mutual Fire Insurance Company, Home Office. Stevens Point, Wisconsin 
Mutual Impl t and Hard: h Company, Home Office. Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 











